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ABSTRACT 
A stud y was conducted i n Charambe War d a t Temek e Municipa l throug h Charambe 
Development Associatio n (CHADEA) . Th e ai m o f the stud y wa s t o conduc t needs 
assessment i n order t o com e up wit h a  proposal to solv e some o f the existin g and 
pressing community problems. Various problems were mentioned by the CB O leaders , 
members and some community members; but two problems appeared to be more serious 
according t o th e larg e populatio n o f th e community . Thos e problem s wer e 
unemployment and lack of capital for running and/or expanding the income generating 
activities. 
Specific objectives of the study were to conduct needs assessment in order to ascertain 
the mentioned / prioritize d need s o r problems . Th e stud y als o aime d a t establishing 
whether the large proportion of the population thought that saving and credit scheme can 
have positive results. Secondly it was to explore the potential of CHADEA to establish 
and run the schem e i n collaboration with the communit y members. Thirdl y i t was to 
establish if the community members had any idea concerning saving and credit schemes. 
The CHADE A leaders , members and some community members were interviewed. The 
interview wa s don e usin g questionnaire s t o obtai n importan t informatio n about th e 
characteristics (persona l data ) an d othe r vita l informatio n tha t ca n assis t i n th e 
implementation of the project. 
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The findings had it that, the community's population which was estimated to have 700 
people, 53.3% was women and 46.7% were men. 
It was also revealed that, the community is poor in the sense that about 81% of the total 
population earned a n income below 50,000 shillings per month on average. Therefor e 
the problem of lack of capital to majority of the community members became evident. It 
was also established from the survey results that only 15% of the total population were 
employed, while 59% were engaged in small business undertakings, 12.5 % had nothing 
to d o a t al l and 12.5 % were laborers . Th e proble m o f unemployment als o becam e 
obvious. About education level, the findings revealed that 64.9% had primary education 
level, 30.3%secondar y educatio n (ordinar y level ) 5.2 % wen t t o som e collage s afte r 
secondary school and 4.1% had no education at all. The results indicated that CHADEA 
is wel l accepte d b y the communit y and the project s ar e ru n transparently. Abou t the 
acceptability o f the projec t th e surve y result s indicate d that 56.9 % said the schem e 
would b e very useful, 29.8 % said the schem e woul d be useful , 9 % said it would be 
useless and 4.3% said they do not know. 
Therefore these facts indicated that the large proportion of the community's population 
thought the project could have a positive impact into their lives. Given these indications 
of the existence of poverty, and acceptability of the project by a large proportion of the 
community's population; a project proposa l was prepared b y the author . Th e proposal 
for establishing a saving and credit scheme has been sent to some development partners 
for grant/loan . Th e project proposa l has bee n submitte d t o th e Africa n Developmen t 
Foundation (ADF) to request for Tz shillings 8,720,000 while savings mobilizations is 
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underway to raise som e fund s internall y for the establishmen t o f the projec t an d our 
target is to collect 600,000 by August 2005. 
We intent to start up slowly with the little money that would be internally mobilized in 
case ADF would not give the loan/grant. After we have started we can request for a loan 
from SEL F becaus e on e o f their condition is that we must star t operations an d gain 
experience before borrowing from them. Th e project outcomes being the improvement 
of entrepreneur practices , access to financial services among community members. Also 
to increas e th e capacit y an d commitmen t o f CHADE A t o encourag e saving s an d 
borrowing to large number of entrepreneurs an d ensure repayment and effectiveness. 
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CHAPTER ON E 
INTRODUCTION 
1.0 Preamble 
In Tanzania , provision of basic services and concrete infrastructure i n urban areas is the 
responsibility of the loca l government authority . Due to rapid urbanization, which has 
taken place in most of the towns especially Dar-es-salaam, municipalities and cities, the 
capability of the local authorities in providing the social services has been reduced. 
Studies conducted by Meshack M.V and Sheuya S.A (2001 ) have revealed that 60 to 70 
percent of all residents i n the two cities of Dar-es-saiaam and Mwanza live in unplanned 
and unserviced neighborhoods. Most of the residents liv e without clean and safe water 
and therefore walk long distances to fetch water. In some places women spend the whole 
day to search for water. 
Due t o thi s situatio n som e resident s i n variou s place s o f th e cit y hav e forme d 
Community Based Organizations (CBOs) to deal with among other things the provision 
of priority services to their communities. Most of them established partnership with their 
respective loca l governmen t authorities . Fro m thi s approac h Charamb e Development 
Association CHADEA was formed as a CBO. 
1.1 The CHADEA's historical background. 
CHADEA wa s established and registered a s a  Community Based Organization in the 
Ministry of trade in the year 2000, and started its operations/ activities in the year 2002. 
It was established after th e communit y had suffered fro m variou s problems including 
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communicable diseases . Othe r problems ar e unemploymen t an d lac k o f capita l that 
would enabl e th e communit y members t o engag e themselve s i n incom e generating 
activities. Mos t o f the household s lac k enoug h incom e in order t o mee t thei r basic 
human needs and education. There was an environmental problem too. The residents 
decided to convene several meetings and finally they resolved to establish a Community 
Based Organization (CBO), which would speed up the development process. Therefore 
Charambe Development Association (CHADEA ) wa s formed . The founder member s 
were abou t twent y peopl e an d late r o n the y registere d ne w members . Currently 
CHADEA ha s thirty-five activ e members. Sixteen members are women while the rest 
are men . Women are als o involve d i n the CB O leadership . The Vic e chairma n and 
treasurer an d some Committee leaders ar e women . Therefore there is a good gender 
relation in CHADEA. Th e CHADEA's offic e i s situated at Mbagala Charambe. The 
water pump and the well are near the office where the activity of selling water is taking 
place. They earn income for servicing the water pump and plan for other development 
activities. 
1.1.1 Mission statement of CHADEA 
The mission statemen t of CHADE A i s "T o change the livin g standar d o f Charambe 
community members from the poor status to a better life through various programs and 
encourage self dependence among community members" 
1.1.2 Programs and activities 
Currently the y hav e a  wate r project . Th e activities are wate r distributio n to various 
households for those who are able to pay the monthly bills. 
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They als o sel l wate r a t 10 0 shilling s a  20-litr e bucket o f wate r t o th e community 
members wh o are no t abl e to buy the wate r connecting accessories an d pay monthly 
bills. 
1.1.3 Organizatio n structure 
Chairman whose responsibilities are to chair CHADEA meetings, to make sure that the 
rules an d regulation s ar e followe d a s pe r constitution . To decide wher e ther e i s no 
consensus an d explain reasons fo r his decision, to encourage democrac y and convene 
emergency meetings when need arises. He is one of the signatories. 
Vice chairman acts on behalf of the chairman during his absence. 
Secretary Genera ! whos e dutie s ar e keepin g CHADEA' s records . H e act s a s a 
coordinator as he coordinates all the activities. He also prepares meeting agendas. 
Vice secretary acts on behalf of the secretary general during his absence. 
Treasurer's dutie s ar e t o receiv e members ' subscription s an d othe r funds . T o give 
receipts and expenditures report in collaboration with the accountant monthly. He is one 
of the signatories. 
The leader s are elected in the general assembly and they stay in the leadership for three 
years. They can be reelected in case the members are impressed with their leadership. 
The Genera l assembly comprises all the members and they have the highest authority. 
Executive committee comprises chairman, secretary an d treasurer (th e offic e bearers) . 
Sub committee s are the committee assigned specific duties for example they have water 
committee, projects committee and planning committee. 
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1.1.3 Organizatio n chart 
GENERAL ASSEMBLY 
EXECUTIVE COMMITTE E 
CHAIRMAN 
SECRETARY 
Source: CHADEA's official records. 
1.1.4 Source s of funds 
CHADEA has different sources of funds which are:-
i. Member s subscription 
The member s do pay registration or joining fee s an d later they pay their monthly 
subscriptions. 
ii. Earnin g from water distribution 
They have water stations where they sell water to individuals at 100 shillings per 20 
litre bucket . The y also connec t wate r t o variou s households wher e the y receive 
payments on monthly basis. 
iii. Ai d o r grants from donors (they expect to get in future) 
CHADEA expects to establish various projects and among the projects is the saving 
and credi t scheme, which is under process. 
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This an d other project s tha t would b e develope d in future nee d som e fund s Rom 
donors and the project proposals would be sent to the expected funders. 
iv. Interes t from bank savings. 
Since they deposited their money in Dar -es -salaam community bank, they earn some 
interests although the interest rate for the deposited money is relatively small. In future 
after the commencement of the project they will earn interests from the borrowers. 
1.1.5 SWO T analysis of CHADEA 
Strengths 
i . Th e leaders are well organized and committed to work 
ii . Ther e is a clear policy as to when the leadership should change although one may 
be re-elected 
iii . Member s are able to give or contribute their ideas freely. 
iv. Ther e i s a  committe e tha t operate s the wate r project . Th e committe e member s 
submit th e repor t o n dail y basi s t o committe e chairman . Late r the committe e 
chairman submits the report to CHADEA leader s on weekly basis. The leaders do 
convene meetings on monthly with all CHADEA member s to discuss success and 
problems of the project. 
Weaknesses 
According to the members of CHADEA the association, is still young and they have a 
long way to go since within the community there are many youth who are unemployed 
and they would like to solve the problem. 
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Opportunities 
Possession of land. 
The CB O own s a piece of land, which they are planning to utiliz e by growing some 
crops suc h a s coconuts , passion fruits , pineapple s an d vegetabl e gardens . The y are 
planning to engage the youths in these activities in future. They also have a very good 
relationship with the ward leader and th e municipal planning officer. 
Threats 
The politician s may take advantage o f their projects to campaign and distort CHADEA' s 
team spirit. The experience has shown in some places where the CBO s have struggled 
for th e development of their communities and establishment of some projects, politicians 
do emerge and use them for campaigns and they always cause confusions. 
It had once been announce in the news media that, in some place in Arumeru district 
political leaders from different political parties distracted some water pipes constructed 
by donor s because ever y party leade r wa s claimin g t o hav e assiste d the community 
during campaigns. In real sense none of the political leaders had assisted. 
1.1.6 Communit y profile 
The communit y is situated in Temeke district in a place known as Mbagala Charambe. 
The communit y had suffered som e diseases a s a  result lac k o f clean and sale water. 
After the formation of CHADEA they now have access to safe and clean water. These 
problems were also caused by lack of enough income to meet the basic human needs. 
According t o the CHADE A leader s an d som e interviewe d community members, the 
community has approximately 700 people . 
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It is estimated that 53.3 percent are women while 46.7 percent are men. Young people 
of th e ag e between 14 and 35 years old are 70.9 percent while between 35 and 45 years 
are 17.9 percent and above 45 years are estimated to be 11.2 percent. (Needs assessment 
survey report 2004) 
Problems in the community 
Large proportion of the population is unemployed and therefore th e incom e level on 
average is very low . 
Many youths do stay idle in the streets and some of them are feared to have engaged 
themselves in evi l acts, and the school children that are younger may acquir e undesirable 
behaviors. 
Since they live near the highway to Maji-Matitu where the cars are driven at a very high 
speed and as a result people are knocked down especially school children they are also in 
some negotiations with municipal council in order to construct some humps. 
When I  wrote a  letter o f introduction to CHADE A i n order to work with them as a 
requirement of the Community Economic Development program that I should provide 
free technical services, they accepted. 
I was very glad because the community needs matched with what I expected to learn in 
depth that i s Micr o -enterpris e development . What they wan t to d o i s to establis h a 
SACCO, which would be used to finance Micro-enterprises. 
After the CHADEA accepted me to work with them, we together convened meetings and 
start brainstorming in order to identify needs. 
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They mentioned severa l needs but finall y the y prioritized the establishmen t o f saving 
and credit scheme, to assis t th e majorit y who were unemployed and improve the low 
income levels. 
Establishment o f savin g an d credi t schem e wa s give n priority because mos t o f th e 
community member s especiall y women ar e unemployed ; an d the y nee d capita l fo r 
running incom e generatin g activitie s fo r thei r familie s with  a n ai m o f increasin g 
household income and reduce poverty 
1.2 Statement of the problem. 
It has been observed that in Tanzania the provision of basic services is the responsibility 
of the local government authority . Due to rapid urbanization especially in Dr-es Salaam 
the capacit y o f th e governmen t loca l authoritie s ha s bee n reduced . Formatio n of 
CHADEA aime d at solvin g these problems o f lack of basic services . CHADE A lik e 
many other CBOs has several problems that include lack of water, unemployment, lack 
of capital , low education leve l an d high mortality rates. CHADE A ha s solve d water 
problem but other problems persisted irrespective of the efforts tha t are injected by the 
CHADEA and community members. Persistence of these problems was partly caused by 
lack of personal change and lack of empowerment . 
Since the community members prioritized on establishment o f saving and credit scheme 
due to lack of capital and unemployment that were explained to be the most pressing 
problems, then the needs assessment survey would be conducted to ascertain whether it 
is the priority to the large part of the community. 
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The characteristic s o f the communit y members woul d also be establishe d i n order t o 
establish whether the project would be useful to them. The study findings would lead to 
the establishmen t o f the projec t whic h would be owne d by the communit y members . 
There woul d be som e capacit y buildin g in terms of saving mobilization and change 
advocacy. The community members would be trained to become the change agents. The 
program would make them aim at improving their life style through working with others. 
The community members lack capital due to low-income levels and there is a high level 
of unemployment which also caused low educatio n level and high mortality rate. 
1.3 Research objectives. 
1.3.1 Genera l objective . 
To confir m whether savin g and credi t i s prioritized by majority an d then establis h a 
saving and credit scheme. 
1.3.2 Specifi c Objectives. 
(a) T o conduct needs assessment survey. To ascertain whether unemployment i s among 
the acut e problem s i n th e community , an d se e i f th e larg e proportio n o f th e 
population think saving and credit scheme can have a positive result. 
(b) To explore the potential for CHADEA to establish and run the scheme. 
(c) Assessing the acceptability of CHADEA by the community for sustainability of the 
project. 
(d) To establish whether the community members have any idea concerning saving and 
credit schemes. 
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1.4 Research questions 
(a) I s CHADEA strong enough to establish and run a SACCO? 
(b) Is ther e a  commo n understandin g amon g CHADE A leaders , member s an d th e 
community at large that can ensure sustainabilit y and community ownership of the 
project? 
(c) Does CHADE A hav e any experience in such schemes; ca n they mobiliz e savings 
and manage the lending process effectively? 
(d) Does Charamb e communit y participat e i n project s initiate d b y CHADE A fo r 
community development? 
(e) I s ther e an y person(s ) wit h financia l managemen t skill s wh o wil l manag e th e 
scheme? 
1.5 Rationale of the study 
Unemployment and lack of income in most of the households in the community has been 
observed a s a  major problem . It ha s bee n observe d i n various literatures, that many 
CBOs have assisted their communities by having a trust fund that was used to give credit 
and encourage saving. Some CBOs established saving and credit schemes and be able to 
solve the problem of lack of income and create employment. 
Therefore b y conductin g the stud y w e wil l us e th e informatio n to writ e a  projec t 
proposal that would assis t the CB O t o establish the scheme . The project ca n assist in 
increasing household income and create employment. It is believed that the scheme will 
be useful to the community members especially women and youths. 
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The mai n objective is to make sure that the community is sensitized about saving so that 
after sometime they become independent individuals with sound financial ability/base. It 
is strongl y believe d tha t th e gathere d informatio n /finding s wil l b e usefu l i n 
understanding the community's needs and implement a project to meet the needs. 
The projec t is believed to be able to assist in alleviating poverty and bring development 
to the community. Poverty has many effects suc h as high child mortality rate, low life 
expectancy, low o r lack of education, high infant mortality rate and many others. 
1.6 Limitations o f the study 
The stud y was based on visiting a CBO know n as CHADEA t o assess the needs of the 
CBO an d the community members. This was done in order to provide free consultancy 
in order to assist the community members. 
The Charamb e communit y i s situate d i n Mbagal a wher e a  larg e proportio n o f th e 
population is unemployed and with low level of education while some of them missed 
primary education. 
Out o f 220 questionnaire s tha t wer e distribute d to th e interviewees , onl y 19 7 were 
completed which i s only 9 0 percent o f the tota l questionnaires. Som e could no t give 
clear answers 5% while 5% did no t return the forms. 
It could be due to low level of education and lack of faith due to the fact that so many 
researchers hav e conducted surveys without any tangible results according to some of 
the community members. 
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The exercise has been very expensive since in every visit there was a need fbr fare/fuel 
expenses, stationery and time. Since the consultancy was provided free o f charge, the 
researcher ha d t o squeez e a  budge t t o accomplis h th e mission . Ther e wer e n o 
publications far obtaining secondary data in the CBO except for the constitution and the 
lists of Charambe residents in the ward leader's office . 
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CHAPTER TWO 
LITERATURE REVIEW 
2.1 Theoretical review 
Tanzania like other developing countries, level s of living tends to be very low fbr th e 
vast majority o f people. Thes e lo w levels of living ar e manifeste d quantitativel y an d 
qualitatively in the form of low income (poverty) 
Inadequate housing, poor healthy limite d or low education, hig h infant mortality , low 
life and work expectancy and sometimes a  general sense of hopeless. The magnitude and 
extent of poverty in any country depends on: 
a) Th e average level of national income. 
b) Th e degree of inequality in its distribution. Clearly fbr any given level of national per 
capita income , th e mor e unequa l th e distributio n the greate r wil l b e incidenc e of 
poverty. 
Poverty ca n be define d i n terms of basic needs . A group o f development worker s in 
Uganda define d absolut e poverty as inabilit y of an individua l or a  communit y o r a 
nation t o satisfactoril y mee t it s basi c needs . The y define d relativ e poverty a s th e 
condition in which basic needs are met but where there is an inability to meet perceived 
needs and desire s i n addition to basi c needs . People wh o fal l unde r the categor y o f 
relative poverty can be assisted and trained in order to be independent in their future lif e 
and live without poverty. 
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By bein g independen t i t mean s they hav e attaine d development . Developmen t i s a 
change process characterized by increased productivity, equalization in the distribution 
of socia l product, and the emergence of indigenous institutions whose relations with the 
outside world are characterized by equality rather than by dependence or subordination. 
There has been awareness in recent years that development is not the provision of things; 
like schools , clinics, to the communities ; but primarily of people and social economic 
and political relationship. 
Human developmen t mus t begi n with an d withi n th e individual . Unles s motivations 
come from within, efforts to promote change wil l not be sustainable by an individual or 
a community. The individual or a community will remain under the power of others. 
Human developmen t i s a  proces s b y whic h a n individua l develop s self-respec t an d 
become mor e sel f confident , self-reliant , co operative an d tolerant o f others through 
becoming aware of his/her shortcomings as well as his/her potential fbr positive change. 
It takes place through workin g with  other s acquiring new skill s an d knowledge and 
active participatio n i n th e economi c socia l an d politica l developmen t o f thei r 
community. 
Poverty is more than insufficient income or undernourishment. I t has many dimensions 
such as poor access to land and capital, inadequate education , unsafe environmen t and 
lack of meaningful and effective participation in decision- making. 
As a result poverty can be detected/indicated in many ways such as high infant mortality, 
low lif e expectancy, hunger, malnutrition and vulnerability and lack of safe-nets. 
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The World Bank defines urban poverty as "the inability to attain a minimum standard of 
living". Th e Municipa l Developmen t Progra m (MDP ) defines povert y a s a  stat e of 
attainment i n which urban familie s cannot mee t basic human needs and do not hav e 
adequate acces s t o socia l service s an d canno t mee t th e officia l urba n developmen t 
standards. 
For poverty reduction and infrastructure provision the following are the main challenges: 
a) Poo r must take the lead in poverty reduction 
b) Participator y consultative mechanis m (Fro m design to implementation ) shoul d be 
established t o ensur e tha t th e problem s o f th e poo r an d thei r need s ar e wel l 
articulated and understood. 
For sustainabl e povert y reductio n o n collaborative , efforts amon g governmen t civi l 
societies donors and private sectors ar e required. Al l these partners are required to be 
flexible. They can lead and empower the poor in different aspects such as micro credits 
and provisio n of financia l service s t o poo r peopl e an d man y othe r way s o f poverty 
alleviation. 
2.1.1Millennium Development Goals (MDG) 
At the Millenniu m Summit of the United Nations in 2000, the Millennium Declaration 
was adopted b y all UN membe r states . This declaration, introduced by UN Secretary -
General Kofi Annan, names eight Millennium Development Goals: 
1. Halving Extreme Poverty and Hunger 
2. Achieving Universal Primary Education 
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3. Promoting Gender Equality and Empowering Women 
4. Reducing Child Mortality 
5. Improving Maternal Health 
6. Combating HIV/AIDS, Malaria and other Diseases 
7. Ensuring Environmental Sustainability 
8. Developing Global Partnership fbr Development 
(Nelson J; Prescott D. London , 2003.) 
2.1.2 Microfinance , Millenniu m Development Goals and 
Programme of Action 201 5 
Access to financial services, especially to savings and loans, gives poor households th e 
opportunity to: 
Invest credi t in micro-enterprises an d thus improve their own income and employment 
situation. 
Keep part of their financial reserves in a secure and liquid form as well as to generate 
interest income, a definite advantage over the traditional practice of saving in the form of 
natural produce (e.g. livestock). 
Stabilize thei r exceedingl y irregula r flo w o f income an d expenditur e an d thus better 
manage their low household budgets. 
The impact of microfinance projects promoted by German development cooperation was 
examined by means of impact-oriented monitoring. It was shown that microfinance leads 
to positive effects regarding income and employment, and that poor households use their 
additional means to invest in better nutrition, medical care, education, housing, and the 
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expansion o f thei r economi c activities . Thus , microfinanc e i s a  cross-cuttin g issu e 
contributing directl y and i n numerous way s t o th e achievemen t o f the Millenniu m 
Development Goals and the realization of Programme of Action 2015 (Eschborn 2004) 
2.1.3 Th e importance of microfinance/micro credit for livelihoods 
Microfinance i s a new financial service model that targets small business entrepreneurs 
by providing short-term loans, investments, and access to larger loans. Microfinance was 
developed over some years because traditional banking institutions did not serve most 
small businesses an d micro enterprises, whic h are operated b y millions of people with 
little income. 
Poverty i s multidimensional . The peopl e tha t hove r aroun d th e povert y lin e ar e 
vulnerable to shocks such as illness, weather, o r theft. Thes e shocks take a huge toll on 
these people' s limite d financia l resource s and , withou t financia l services , ca n drive 
families so deep into poverty that it often takes years to recover. 
To get by, many without much income create and run their own tiny businesses, or micro 
enterprises. Thes e peopl e migh t sel l produce , shin e shoes , dres s hair, o r bake bread . 
History shows that granting small loans to low-income families can help them be more 
productive, increase volume, build viable businesses, an d reduce thei r vulnerability to 
external shocks. Microfinance loans can also empower the poor — especially women — 
to becom e economi c agent s o f change . B y providing access t o financia l services , 
microfinance plays an important role in the fight against poverty: the income a business 
generates not only helps expand the business; i t also contributes t o household income. 
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Microfinance i s on e o f th e mos t effectiv e way s t o reduc e povert y an d stimulat e 
economic growth, especially in the countries that are emerging market economies . The 
businesses supporte d b y microfinanc e provid e inexpensiv e product s t o communities , 
employ neighbors and relatives, and bring goods and services to underserved regions. 
To the poorest entrepreneurs in the developing world, a small amount of loan for 
example 50,000 shillings is a fortune. However small that amount may seem, it can be 
invested to make labor more productive. For example, two close Mends might buy a 
used sewing machine so that they can make dresses faster than by hand. Or they might 
invest in a used refrigerator t o keep the products they sell from going bad overnight. 
The poor stay poor because they have no access to capital. 
Microfinance clients are typically low-income wage earners or self-employed 
entrepreneurs that often lack access to formal financial institutions. In rural areas, they 
are small farmers or people involved in small income-generating activities such as food 
processing or petty trade. In urban areas, they include shopkeepers, servic e providers, 
artisans, street vendors, and a mix of others. They are either poor or vulnerable to 
poverty, but have a relatively stable source of income, however small.. 
2.1.4 Wh o are the best candidates for microfinance? 
Micro loans best serve those who have identified an economic opportunity and who are 
in a position to capitalize on that opportunity provided they receive a small amount of 
capital. 
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Those who work in stable or growing economies, who have demonstrated a n ability to 
follow throug h wit h a n economi c opportunity , an d wh o hav e demonstrate d a 
commitment to repaying their debts are the best candidates for micro credit. 
The most importan t effec t o f borrowing from a micro credit program is its impact on 
household spendin g per capita . Women' s borrowing in the lon g run improves school 
children enrolmen t rate . Women' s borrowing had a  larg e an d statisticall y significant 
impact on the nutritional well being fbr girls and boys in Bangladesh. (The World Bank 
Prem. Notes 1998) . The development of community based organizations and initiatives 
at the local level indicated some positive impact. (The World Bank report 1998). 
The report also indicated that, self help programs often in die form of savings and credit 
or micro credit schemes have succeeded in changing the lives of poor women enhancing 
incomes and generating positive externalities and increase self esteem. 
2.1.5 Empowerin g aspect of self-help micro credit schemes 
Self help groups intermediated by micro credit have shown positive effects. The y have 
played valuabl e role s i n reducin g vulnerabilit y of th e poo r throug h asse t creation , 
income an d consumptio n smoothing , provisio n o f emergenc y assistanc e an d 
empowering b y givin g th e poo r contro l ove r asset s an d increase d sel f estee m an d 
knowledge. Severa l recen t assessment s and studie s hav e generall y reporte d positiv e 
impact. (Simanowwitz and Walker 2002). 
These studies concluded that financial services especially micro credit provided th e self-
help group s wit h highe r hous e hol d income s an d that women are no w more abl e t o 
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articulate their views and are able to command attention and respect withi n the house 
hold and within the community. (Case of Bangladesh) 
Self-help group s whe n combined serving and credi t have enable d wome n to benefi t 
economically b y monetizing their contribution s and i n the proces s hav e empowere d 
them to become agents of change. Micro credit is known for its valuable contribution to 
poverty alleviation and job creation. 
Small loan s for income generation allo w poor households t o instigat e ne w economic 
activities or to expand the existing micro enterprises. Enterprise loans only fulfill hal f of 
the credit' s povert y alleviatio n potential . Whe n considerin g need s o f th e poores t 
households equally if not more important are emergency loans that allow them to smooth 
income and consumption. Any livelihood improvement s that do occur are precarious. 
They can easily be reversed by shocks to the household that affect income , expenses or 
both. Sustainabl e poverty alleviation typically require s amon g other thing s lon g term 
access to a range of financial services ; saving as well as credit and perhaps remittances 
and insuranc e a s well . Whil e increasin g attention ha s bee n give n to savings , credit 
remittance an d insuranc e littl e literatur e ha s emerge d abou t th e othe r sid e of micro 
credit. Emergency loans. 
The purpose of emergency loans is to help households smooth a temporary qash flow 
constraint so that consumption becomes less dependent on capital during the short-term 
problems. This is a small amount of money that is immediately available and is repaid in 
a relatively short period of time. 
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Emergency loans are no t offered by micro finance institutions but they are obtained 
from self-help groups and from internal accounts of community village banks. 
The emergency loan s are provided after th e hous e hol d ha s suffere d som e risks that 
contribute to unexpecte d increas e i n expenses, suc h as rebuildin g a damaged house , 
paying fo r buria l cost s o r traveling to visi t a  sic k relative , temporary unemployment 
death of livestock or theft o f productive assets. Some risks increase expenditures and 
reduce incom e suc h a s illnes s o r deat h o f a  famil y membe r o r th e breadwinner . 
Emergency loan s ar e therefor e valuabl e compliment s t o micr o enterpris e loans , 
providing safet y ne t t o lo w income households to resis t the dow n ward pressures of 
economic stress. Emergency loans can be as productive as income generating loans since 
they help poor households to avoid selling off productive assets and falling further into 
poverty. 
In some village community banks they offer emergency loans from socia l fund that has 
been create d b y th e member s themselve s fo r tha t purpos e i n orde r t o protec t th e 
members' productiv e assets and capitals . The socia l fun d i s also created t o mee t an 
unforeseen consequence. 
The villag e communit y bank a n adaptatio n o f the Gramee n Ban k mode l was firs t 
introduced in Africa by K-REP (Kenya) and it provides a good illustration of the use the 
group solidarity and of the linkage between saving and credit instruments. In Tanzania 
this mode l wa s firs t operate d b y Catholi c relie f servic e an d th e SNV/Netherland s 
development programme, both share capital and savings deposits are mobilize d fro m 
members but sometimes donors may assist. 
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Loans are made to groups of ten members but benefiting half of them at a time and reach 
the second half only after repayment o f the initial loans. 
A numbe r o f institutions in other countrie s fo r example in Ghana are expanding their 
activities and progress towards sustainability by pursuing variety of activities: 
In a  group saving s with credi t schemes, a  group of members mobiliz e and pool their 
savings jointly to qualify for a loan and may then use group saving as a security against 
loans. 
In a  grou p an d individua l saving s wit h credi t scheme , grou p an d individua l saving s 
accounts co-exis t both of which ca n be used a s collateral . Group saving provides an 
additional security to back an individual loan . Loan repayments ar e made individuall y 
but handed through the group account. In such schemes the institution minimizes risk by 
basing its loan on group solidarity. 
Individual saving with group lending; the group handles the individua l savings receive 
loans for distribution to members and bear group responsibility for recovery. 
Group lending with joint liability tends to encourage self-selectio n and group formation 
among good credit risks, addressing partially the problem of imperfect information faced 
by the lender, and thereby lowering the overall risk of the group lending scheme. This is 
because the ris k o f a  potentia l defaul t b y an y on e individua l i s bo m by th e whol e 
membership. A number of risks may exist in group-lending schemes with joint liability 
where the behavior of one individual may affect the repayment of the group as a whole. 
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2.1.6 Wh y do most credit schemes target women? 
Most of the group based credit schemes have targeted women because of the high levels 
of femal e poverty , women' s primar y responsibilit y fo r househol d wel l bein g an d 
growing recognition of the contributio n of women's economi c activities to economic 
growth. Very importantly, women loan repayment rate s have everywhere proved to be 
higher tha n men' s an d hav e therefor e contribute d t o th e cos t effectivenes s an d 
sustainability of the schemes. 
Experience in Zambuko Trust in Zimbabwe where they had a scheme fbr both men and 
women has proved. An assessment was conducted and the results indicated that women 
had a  highe r repaymen t rat e than men . Thes e fact s le d them t o graduall y move t o 
concentrate o n providing services to women borrowers and reduce their number of male 
clients. (Anupam Basu RodolpheBlavy &Murat Yulek 2004) 
The credit programs have the potential to increase women's income, to contribute to their 
well being and that of their families and lead to some degree of economic empowerment, 
thus giving women more decision making power within the family and more secure and 
control over family resources. Ther e is also some evidence that poor women are better 
able to save and join saving clubs which in turn also increases their status in the famil y 
and the community and their social capital generally. 
Nevertheless wher e th e micr o financ e wit h minimalis t credi t scheme s whic h ar e 
provided without support such as training, business advice, market information or follow 
up services , the credi t could not make any lasting improvement on borrower's micro-
enterprises. 
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Good repaymen t rate s ar e no t necessaril y a n indicatio n o f improve d busines s 
performance or /increased profitability; instead of repaying loans out of business income 
the borrower s ma y b e borrowin g from othe r source s an d makin g themselves mor e 
vulnerable to destination through these debts. 
Hence credi t plu s i s mor e importan t a s the y ar e mor e effective . Th e micro-credit 
providers do provide other services also like savings, training in business management , 
market information, follow up services and other capacity building aspects. 
These service s enable th e borrower s to mak e profit s an d repay th e loan s out o f the 
gained profits . Thes e migh t mak e som e seriou s individua l b e independen t fro m 
borrowing in the long run after they have built their own capital base. 
2.1.7 Servic e Delivery Methods 
There are different approaches i n these micro-finances schemes, but generally, they are 
based on the group solidarity and joint liability model developed by the Grameen Bank 
in Bangladesh. 
A common service delivery methodology is the use of solidarity groups to minimize risk 
and lower the cost of delivering many small loans to many people. 
Groups self-select and are responsible for repayment in case of delinquency and default. 
Transaction costs are shifted to the borrower group to make services affordable. 
Members o f these groups , generall y less than 1 0 members, scree n loa n applications, 
provide mutual support and savings, and are jointly liable for default on loans given to 
the group. No new loans are given out until the group has paid off previous ones. 
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This creates great peer pressure and is one of the most effective and least costly ways of 
motivating repayment, with  the shif t of the transaction cost onto the group which does 
all th e informatio n gathering abou t people' s characters , assesse s the viabilit y o f their 
investment projects, and then monitors and collects the loan repayments. 
Depending o n th e typ e o f credi t scheme , participant s ma y als o receiv e a  rang e of 
training, from group organization to business management, technica l skills, and business 
advisory services. 
These smal l groups ar e the n sometime s affiliate d to large r groups o f 30 or more and 
these affiliations may sometime s serv e a s organizationa l starting point s fb r Broader -
based associations. 
2.1.8 Wh y microfinance is growing 
According to Mike Fitz Gibbon (1999) there are various reasons that explain the growth 
of microfinance. Some of these are: 
1. Th e promise of reaching the poor. Microfinance can support income generation 
for enterprises operated by low-income households. 
2. Th e promise of financial sustainability . Microfinance activities can help to build 
financially self-sufficient, subsidy-free, often locally managed institutions. 
3. Th e potential to build on traditional systems. Ver y often MFI s have buil t their 
methodologies o n traditional mechanisms whic h ar e wel l know n among thei r 
clients. 
4. Th e contribution of microfinance to strengthening and expanding existing formal 
financial systems. 
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5. Microfinanc e activities can strengthen existing formal financial institutions, such 
as credit union networks, commercial banks and state-run financia l institutions 
by expandin g thei r market s fo r bot h saving s an d credit , an d potentially , by 
increasing their profitability. 
6. Th e growing number of success stories . There is an increasing number of well-
documented succes s storie s o f innovative microfinance schemes i n setting a s 
diverse as rural Bangladesh, urban Bolivia, and rural Mali for example. This is in 
stark contrast to the records of state-run specialize d financial institutions , which 
have received large amounts of funding over the past few decades but have failed 
in terms of both financial sustainability and outreach to the poor. 
7. Th e availability of better financial product s a s a  result o f experimentation and 
innovation. The innovations that have shown the most promising are concerned 
with addressing problems such as : 
• lack of collateral by using group-based and character-based approaches ; 
• repayment disciplin e through high frequency repaymen t collection , the us e of 
social peer pressure, and the promise of larger repeat loans; 
• transaction cost s b y moving some o f these costs dow n to grou p leve l an d by 
increasing outreach; 
• designing staff incentives to achieve greater outreach and high loan repayments; 
Providing savings service that meet the needs of small savers. 
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2.2 Empirica l review 
2.2.1 Rol e of micro credit in poverty eradication 
According t o th e repor t o f th e Secretary-Genera l Unite d Nation s Decembe r 1997 , 
several microfinance institutions have succeeded in reaching the poorest o f the poor by 
devising innovative strategies. These include the provision of small loans to poor people, 
especially in rural areas, at full-cost interest rates, without collateral, that are repayable 
in frequent installments . Borrowers are organized into groups, which reduces the risk of 
default. Thes e ar e als o effectiv e mechanism s throug h whic h t o disseminat e valuabl e 
information o n ways to improv e the health , legal rights, sanitation and other relevan t 
concerns of the poor. Above all, many micro credit programmes have targeted one of the 
most vulnerable groups in society - women who live in households that own little or no 
assets. By providing opportunities fb r self-employment , man y studies hav e concluded 
that these programmes hav e significantl y increased women's security , autonomy, self -
confidence and status within the household. 
For example , a  10 % increase i n credit to females increase s th e ar m circumference of 
daughters by 6.3%. A 10% increase in female credit on average increase s the height of 
girls by 0.36 cm annually and of boys by 0.50 cm. 
These ar e stron g an d positiv e result s an d ar e probabl y th e cleares t evidenc e tha t 
microfinance is working in the way intended to bring sustained relief from poverty. 
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2.2.2 Th e power to end hunger and poverty 
According to the submission made to the Commission for Africa by the UK's National 
Committee fo r 2005 , the U N International Yea r o f Micr o credit , the Parliamentar y 
Group on micro credit and microfinance results had it that, Microfinance provide s an 
effective, equitable way of creating the conditions for long-lasting development. 
Microfinance an d its link s with  community-base d education foster condition s for the 
poor t o hav e lon g ter m acces s t o health , education , improve d livin g conditions , 
development o f enterpris e an d a  mean s fo r dealin g wit h emergencie s o r ol d age . 
Globally it is becoming a key step in breaking the poverty trap, especially fbr women, 
and i s working towards providin g financial inclusio n t o th e 80 % outside the formal 
financial services. 
According t o Imp-Act , a  globa l actio n research programm e designe d to improv e the 
impacts of microfinance on poverty, the growth of microfinance over the las t 1 0 years 
has demonstrated that poor people can make use of financial services. 
There are approximately 3 000 MFIs spread across the world and serving more than 70 
million people . The Consultative Group for the Alleviatio n of Poverty, points out the 
'multi-tasking' rol e of microfinance by providing the means for poor people to have 
sustained access to employment, health and education: 
Access to financia l service s forms a  fundamenta l basi s o n which man y of the othe r 
essential interventions depend. Financial services thus reduce poverty and its effects in 
multiple, concrete ways. And the beauty of microfinance i s that, as programs approach 
financial sustainability, they can reach far beyond the limits of scarce donor resources. 
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2.2.3 Eradicatin g Poverty 
Microfinance allows poor people to: 
• Protect, diversify, and increase their sources of income, the essential path out of 
poverty and hunger. 
• Use a safe, convenient savings account to accumulate enough cash to buy assets for a 
small business enterprise, pay for health, home improvements, and school fees. 
• Safeguard against the extreme vulnerability of their everyday existence with loans, 
savings, and insurance to take them over lean periods, emergencies or deaths in the 
family 
Evidence from studies of MF in Africa has shown that Freedom from Hunger clients in 
Ghana had increased their incomes by $36 compared to $18 for non-clients. 
Clients had also significantly diversified their income sources. 80 percent of clients had 
secondary sources of income versus 50 percent of non-clients. 
2.2.4 Reachin g Those in Extreme Poverty 
The Millenniu m Developmen t Goal s include halving the numbe r o f those livin g i n 
absolute poverty-the estimate d 1. 2 billio n people subsisting on less than one dollar per 
day. Does microfinance reach such people? Can it do so on a massive scale? 
Both individua l progra m result s an d databas e average s justif y th e optimis m that 
innovative products an d methodologies ca n enable microfinanc e institution s to lower 
their costs and reach the very poor profitably. Once sustainable, institutions can become 
a permanent feature of the financial landscape, growing rapidly to reach significant scale 
without reliance on donor funding. 
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2.2.5 Improve d Access to Education (MDG 2 and Po A 2015, Priorit y 
Area 4) 
Better acces s to microfinanc e service s an d highe r incom e enabl e poor household s t o 
invest in education and thus in the future o f their children. In the past, projects promote d 
by the GTZ have been able to improve the level of education, especially of women. In 
Niger, women of the project grou p showed a level of education twice as high as that of 
the reference group; the literacy rate was 3.5 times as high. In a project i n Nepal, 55% of 
the client s questioned state d that the projec t ha d raised thei r incom e and thus enabled 
them to send their children to school. Donor Brief No. 9 , December 2002, www.cgap.org 
2.2.7 KILIMANJAR O COOPERATIVE BANK AND SACCO S 
Temu Andre w E. (1994) di d some studies on Communit y Initiatives fb r Sustainabl e 
Financial Services : Th e Cas e o f Kilimanjar o Co-operativ e Ban k an d SACCO S i n 
Northern Tanzania . He found that the KCB-SACCO S mode l has manage d t o conten d 
with difficulties that have led to failure s o f former rura l financia l institutions. (RFIs). 
The SACCOS hav e been growing in numbers and sizes in the region, 16 in 1986 to 104 
in 1997. 
Members hav e increase d fro m 71 3 i n 198 6 t o 73,62 9 i n 1997 . Membe r deposit s a t 
SACCOS hav e grown at a rate of 130 percent per annum. In addition SACCOS together 
with coffee marketin g primary co-operatives an d their unions formed a bank (the KCB ) 
in 199 5 by buying the majority shares, hence the KCB-SACCOS rural finance institution 
model. In this manner KCB caters fbr a n A owner-client a t marke t niche . Deposits a t 
KCB have increased from Tsh 311 mil l (US$ 478,450) in 1996 to Tsh 1,352 mil l (US$ 
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2mill) in 1998. The loan portfolio has grown &om Ts h 16 mill (US $ 24,000 ) in 1996 to 
771 mil l (US $ 118,600) by 1997, ail being good debts with minimal signs of strategic 
default which characterized older banks (CRDB and NBC) lending operations. 
KCB provides training, general capacity building services and support to the SACCOS , 
who i n turn act as business conduit s in reaching a wider client base at a low cost. The 
bank is making profit and is set to remit dividends to its shareholders. 
The successes of the KCB-SACCO S model of a rural financial institution are attributed 
to its foundational basis and key operational features. It is an organization that originated 
from th e grassroots , ther e i s a  stron g sens e o f ownership b y th e A  client-owne r a t 
democratic leadership at SACCOS and SACCOS representation a t the KCB policy body, 
and its simplicity in offering banking services, all augment its sustainability. The KCB-
SACCO mode l has strategicall y tapped o n the coffe e econom y by providing farmers 
with direct deposit facility of their proceeds earned from coffee sales. 
The KCB-SACCO model has managed to fit very well within the socio-economic milieu 
of the local people and it makes use of traditional and customary by-laws in leadership, 
enforcing financia l disciplin e e.g . repaymen t o f loan s an d i n preventin g strategi c 
defaults. 
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Savings Mobilization 
The ability of SACCOS to mobilize rural savings and maintain real growth over 10 years 
is somethin g to note very positively. For some rura l dwellers, this has been thei r firs t 
form of institutional saving they have ever practiced. 
In the Kilimanjaro region, the KCB-SACCOS model has been converting non-financial, 
informal savings (assets) and hoarding into formal institutional savings. 
This is a good demonstration that small farmers and low-income rural dwellers have the 
capacity fbr financial savings. They however do so in small amounts, often below limits 
acceptable b y formal institutions. The levels naturally increase with income. Secondly, 
rural dwellers practice financial savings when institutions are accessible and convenient 
to use . Accordin g t o Tem u (1994) a n assessment of savings behavio r amongs t Low, 
Medium and High Income farmers i n Kilimanjaro, the amounts held by rural dwellers in 
these societies ranged between Tanzanian shillings 500 and Tanzanian shillings 30,150. 
The above observations counter the common argument that low-income farmers have no 
capacity to save. The observations suggest that low-income farmers have the capacity to 
save in financial institutions when given the opportunity in the way of access, security , 
and institutions tailored to their income earning activities. If provided with such facility 
they can save even more effectively than higher income farmers. 
Considering that saving is an act of constraining present consumption fbr an unforesee n 
or planned future i t is more relevant to low income farmers who are more vulnerable and 
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subject t o advers e effect s i n cas e o f unforesee n misfortunes . Suc h phenomena ar e 
prevalent in many sub-Saharan Afric a Countries , e.g. food-crop production failures, ill 
health, etc . Hence , it i s perhaps reasonabl e t o argu e tha t they ar e th e one s wit h th e 
potential to manifest higher savings propensities. 
An importan t condition, however, should be that they are not operating at an "absolute 
poverty" or "perfectly destitute" level. 
According to his conclusion, SACC O model of a rural financial institutio n has proved 
being able to contend with problems that failed pas t Rural Financia l Institutions . The 
following were some lessons that can be drawn from the case study: 
a) SACCO S hav e the advantag e o f being grassroots organizations , they hav e a  rural 
focus and by KCB restricting membership within SACCO S i t ensures that this focus is 
not distorted. As a result, KCB and SACCOS know the community and can access the 
otherwise hard to tap savings. 
KCB acknowledges the importance of SACCOS as its nucleus organizations and it goes 
a long way to support their development and capacity building. It does so better to it's a 
client-owner than any other financial institution have ever achieved. 
b) SACCOS ' member s ar e mainly mutual groups o f individuals linke d by a common 
bond, specificall y throug h the coffe e econom y in Kilimanjaro an d proximity of their 
farms an d households . Th e succes s o f a  rura l ban k need s t o b e base d o n nuclea r 
institutions that are closely linked to some primary economic activity which earns people 
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their income. In the case of Kilimanjaro we have observed the close link of SACCOS 
with the coffee econom y and coffee marketin g organizations. In such an environment 
Rural Financia l Institution s ar e bette r place d t o innovat e an d develo p indigenou s 
financial products relevant to the communities they serve. 
The Kilimanjaro economy is growing over time, there is room for KCB and SACCOS to 
serve other non-agricultural micro-enterprises in the region and hence emerge as an even 
stronger and more sustainable institution. 
c) KCB and SACCOS' operations show that an RFI is supposed to be a very simple form 
of a financial institution. Its simplicity ought to fit well within the socio-economic milieu 
of th e rura l poor community , and where possible tap o n the loca l informa l financia l 
practices that are familiar to the people. SACCOS have been demonstrated to be simple 
and low cost organization s and convenient to the community . It i s important fo r the 
nucleus organs of the bank to be a truly people initiated organizations. They ought to 
emerge, even when there is external assistance, where people are ready for it. The role of 
external agents in the development of such institutions ought to be carefully articulated. 
e) Democratic management an d open membership enhances peoples' ownershi p of the 
organization and a sense of belonging to the institution by the community. 
We have observed the element s o f representation o f the SACCO S a t the KCB . Such 
democratic organizations also have a strong appeal for support from the government and 
donor agencies . W e have als o observe d KCB s commitmen t t o strengthe n SACCO S 
acknowledging the importance for the co-existence. 
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f) Attempt s t o for m rura l bank s hav e ofte n bee n frustrate d b y fear s base d o n th e 
conviction that rural , poor people lac k the capacit y to save . Th e KCB-SACC O cas e 
demonstrates to us that it is possible for a strong, sustainable bank to emerge primarily 
from savings by smallholder, including the poorer groups of farmers. 
Important i s that the institution ought to design suitable and convenient savings services 
in terms of form, access, simplicity and limits. 
These ar e importan t lesson s fo r designer s o f RFIs an d may contribute t o sustainabl e 
development in Sub-Saharan Africa . 
2.2.8 No n Governmenta l Organization s Micro-Financ e Institution s 
(NGO MFIs) 
According to Kironde J.M.L (2001 ) Microfinance Institutions i n Tanzania are o f four 
categories which are Non Governmental Organizations Microfinance Institutions (NGO-
MFI) Government and Public sector sponsored microfinance programs, saving and credit 
cooperative societies (SACCOs) and formal financial institutions that offer micro credit 
services. According to the autho r NGO-MFI s dominate s th e microfinanc e industry in 
Tanzania. They started bac k in 1995 and they operate in urban and peri- urban areas. 
These institutions operate at high costs and they do not reach the poor of the poor who 
are mostl y i n rura l areas . Althoug h micro financ e policy  doe s no t allo w saving s 
mobilizations from the MFT s customer s bu t they d o take an d accumulate fund s fro m 
their clients in the guise of "loan insurance fund" 
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The author also found out that the NGO-MFIs fbr example PRIDE give loans at a very 
high interest rate which is 30 percent per annum. Beside that they also collect funds as 
collateral to cover their loans but the accumulations bear no interest . I t has also been 
noted that PRIDE an d other NGO-MFI s ar e ver y harsh to the customer s wh o fai l t o 
repay th e loan s o n tim e althoug h the y wer e note d t o b e fe w du e th e tigh t 
procedures/mechanisms imposed by the lenders. The institutions do not care whether the 
repayments are from the business profits or from other sources. 
2.2.9 Providin g Insurance to low Income Households 
It has been argued by some scholars for example Warren Brown Craig Churchill (1999) 
that micro loan may help a household to increase its income, and may even help build 
some assets, but i t does not reduce the household's vulnerabilit y or exposure to risks. 
Easily available savings services can go a long way towards addressing these needs as 
house holds build a nest egg from which they can draw down in case of an emergency or 
to smooth cash flow imbalances . In this case the author said , insurance is a promising 
response to this customer need. Using insurance products to pool the risks faced by low 
income house holds, MFIs can reduce their client's exposure to risk-induced losses and 
potentially improve these households' abilit y to increase their incomes. Insurance a s a 
new financial product has the potential to improve profitability by reducing loan losses 
and replacing clients need to draw down savings for emergencies. If the institution offers 
insurance independently , i t can also benefi t fro m th e additiona l source o f capital fbr 
lending. If it provides insurance in partnership with a traditional insurer it can generate 
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fee/commission base d income . I n theory , th e provisio n of insuranc e migh t creat e a 
situation whereby clients experience a reduction in vulnerability to risk and MFIs benefit 
from the improved bottom line. For this to work the MFIs need to be innovative in terms 
of produc t design , deliver y mechanis m an d eve n marketin g techniques . Insuranc e 
involves pooling risks over a large number of similar units, such as house holds persons 
or businesses. Accordin g to the author the provision of micro insurance is still new and 
the studies are still being done in order to come up with a total and sustainable solution. 
The risks to be covered some of them are death risk, property risks , healthy risks and 
mass covariant risks. 
Mass covariant risks involves the threat that an event such as epidemics, natural disasters 
and war which could cause substantial losses for a large portion of the population at the 
same time. 
2.3 Policy Review 
2.3.1Tanzania Micro finance Policy 
The microfinance policy of Tanzania of the year 2000 had an objective of establishing a 
basis for the evolution of an efficient and effective micro finance system that serves the 
low income segment of the society, thereby contribute to economic growth and poverty 
alleviation by: 
• Establishin g a frame within which micro finance operates. 
• Layin g out the principals that will guide operations o f the system. 
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• Savin g as a guideline for coordinated intervention by the respective participants 
in the system. 
• Describin g the role of the implementing agencies and the tools to be applied to 
facilitate development. 
The Micr o Financ e Polic y stipulate s tha t acces s t o financia l service s offer s th e 
possibility o f managing scarc e househol d an d enterprise resource s mor e efficiently , 
protection agains t risk , provisio n fb r futur e an d takin g advantag e o f investmen t 
opportunities for economic returns. 
For households financia l service s allow higher standards o f living to be achieved with 
the same base, while for enterprises and farmers financial services facilitates the income 
growth. 
Savings services are the most beneficial financial service s for low-income people. The 
house hold s needs to sav e t o protect themselve s agains t period s o f low income or 
specific emergencie s an d to cove r larg e anticipate d expense s (lik e schoo l fees) . 
Enterprises need to store the value they accumulated from realized profits until they are 
able to invest them to earn a higher return. 
Credit service s ca n perform som e o f the sam e service s a s savings . I t ca n allow 
enterprises an d families to make some important investment. Households use credit to 
meet consumption needs, particularly during periods when income flows are low such as 
during the season of crop harvesting or investment such as house renovation. 
The polic y emphasize s th e importance o f micro finance i n addressing th e need fbr 
majority of the Tanzanian population. 
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They ar e primar y facilitator s rathe r tha n creator s o f th e underlyin g economi c 
opportunities tha t lea d t o widesprea d economi c prosperity . Th e policy  cover s th e 
provision of financial service s to households, smal l holders, farmers, smal l and micro-
enterprises in both rural and urban areas. 
It covers a range of financial services which include savings, credit, payments an d other 
services to suppor t thei r enterprises and economic activities as wel l a s their household 
financial management and consumption needs. 
The policy has a vision of achieving widespread access to micro finance throughout th e 
country, made possible by Micro Finance Institutions operating on commercial basis. 
It encourages the use of best practices from around the world , lessons of experience in 
providing financial services to low income people. To come into consensus about how to 
provide such services effectively efficiently and sustain ably. 
It explains how capacity building is among the tool s fbr policy implementation. Other 
tools are regulation and supervision and development and application of standards. 
Micro Financ e Institution s i n Tanzani a include s a  wid e variet y o f organization s i n 
financial services favoring low - incom e people in urban and rural areas. 
They includ e communit y developmen t banks , co-operativ e banks , micr o financ e 
institutions, micr o lending , No n Governmenta l Organization s (NGOs ) Saving s an d 
Credit Co-operativ e Organization s (SACCOs) , Saving s an d Credi t Association s 
(SACAs), Rotating Saving and Credit Associations (ROSCAs). 
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Challenge 
The policy does not allow the Micro Finance Institutions to accept deposits from their 
clients but they do take and accumulate funds from the poor in form of loan insurance. 
The accumulations bear no interest while they charge extremely high interest rates in the 
loans. This kind of exploitation should be checked by the policy . Capacity building is 
also required to bring the institutions to the leve l at which they can operate with large 
outreach, quality services and profitable operations. 
Currently the y ge t supe r norma l o r abnorma l profit s fro m exploitin g the poo r b y 
charging extremely high interest rates and other accumulations that bear no interest on 
the part of their customers. 
They need to be innovative in terms o f diversifying ris k by having various/ different 
types of products in order to charge a fair interest rate from the borrowers and still meet 
the overhead costs and make profits 
It has been argued by many scholars for example Florenc e Maximambali, Christopher 
Lwoga, and Stuart Rutherford (1999) that there have been dropouts of clients from most 
of the MFIs in Tanzania and other East African countries . The studies indicated that the 
major reason s tha t lead to client s dropping-out include : the rigidit y o f products, th e 
narrow rang e o f product s an d services , grou p dynamics , weekly meetings , natura l 
calamities, competition , seasonalit y factor s an d overal l poo r economi c condition s 
according to the studies. 
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The MFIs tend to perceive their clients and their businesses as homogenous entities that 
follow a  commo n growth pattern , rathe r tha n a s individual s each wit h her/hi s own 
peculiarities and needs. MFIs fai l t o acknowledge that a variety of factors impac t the 
demand for their services and thus the retention of clients. 
Al l the MFIs studied have just one product (credit) in spite of the wide range of client's 
needs. To retain their clients MFIs need to develop a wider range of products. Also, the 
poorest cannot access the credit products of the MFIs studied, however, the MFIs could 
possibly ta p thi s poo l o f potentia l client s b y providin g them wit h savin g service s 
appropriate fbr their saving capacity. 
The graduall y increasin g competitio n among MFI s cause s client s t o switc h service 
providers. 
Increasing economic hardship and competition among micro-businesses in the informa l 
sector coul d lea d t o a n increas e i n dropout s a s a  resul t o f reduce d margin s an d 
profitability. 
MFIs tha t want to reduc e dropou t rates and achieve sustainabilit y need t o watc h the 
changing needs of the clientele and the products of their competitors, while at the same 
time maintaining low operating costs. 
This ca n b e achieve d throug h detaile d monitorin g o f dropout s t o identif y trends , 
reasons, cause s and relationships of factors tha t influence clients to leav e or exit the 
programme. Clien t exi t i s a  significan t proble m fo r MFIs . I t increase s thei r cos t 
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structure, discourages other clients and reduces prospects to r sustainability. Exit i s not 
just bad fbr clients and individual MFIs - it is bad for the entire microfinance industry. 
There are now more MFI dropouts in East Africa than there are active MFI clients! This 
could lea d to a  growing cohort o f people who discourage Mend s and relatives fro m 
joining MFIs. 
2.3.2 Tanzani a Cooperatives Development Policy. 
According to the cooperatives policy of Tanzania of 1997, a cooperative society is an 
association of persons who have voluntarily joined together for the purpose of achieving 
a common need through the formation of a democratically controlled organization and 
who make equitable contributions to the capita l required for the formation of such an 
organization and who accept the risks and benefits o f the undertaking s i n which they 
actively participate. 
Before independence i n Tanzania cooperatives were formed from the initiative s of the 
members. The government's role was provision of information, sensitization, education 
and training aspect and supervision . Cooperative societies maintained their autonomy 
and practiced the principle of self help. After independence, on account of the successful 
cooperative movement , the governmen t too k lead in cooperative development . I n the 
process cooperatives became increasingly integrated with the national objectives rather 
than members' objectives , aspirations and interests. This led to capital drop completely 
dependent o n th e stat e throug h loans . Late r wit h limite d governmen t resource s 
cooperatives became a burden on the government and the national economy in general. 
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Cooperatives in their various forms are becoming an indispensable facto r i n the social 
and economic development o f all countries, promoting the fullest possible participation 
in th e developmen t proces s o f al l populatio n groups includin g women youth disabled 
persons and elderly. 
Since the governmen t recognize s th e potentia l o f cooperatives i n contributing to th e 
solution o f economic , socia l and environmenta l problems , i t wil l no w observ e an d 
respect cooperative principles which are: 
a. Voluntar y and open membership. 
b. Democrati c member control 
c. Membe r economic participation 
d. Autonom y and independenc e 
e. Trainin g and information 
f Cooperatio n among cooperatives 
The presence of a cooperative policy with clearly defined goals, objectives and strategies 
is likel y t o minimiz e deviations fro m internationa l cooperative s allianc e (ICA ) set 
standards and thus allow deployment o f cooperative principals and practices fo r social 
economic emancipatio n o f the majorit y o f citizens. The objective o f the polic y i s to 
ensure that cooperatives are formed by disadvantaged group s such as small scale holder 
farmers, th e landless , women , youth , craftsmen , disable d an d elderly . I t i s th e 
government interes t t o se e tha t al l its citizen s are engage d i n gainful activities . The 
government woul d create a conducive environment in which people are free to associat e 
in exploiting their resources for social and economic development. 
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The overal l implementation strategy o f the polic y i s increased membership, increased 
efficiency, transparenc y an d accountability by the cooperativ e leadership to member s 
and membe r participatio n i n th e managemen t o f cooperatives . Strategie s fo r rura l 
financial services are internal savings, creation of trust funds, raising of capital, creation 
of banks which have been non existence since 70s. Cooperatives will be encouraged to 
put into practice the self help principle. 
It i s anticipated , through concerte d effort s o f the cooperativ e movement , tha t within 
seven years the cooperative movement wil l be to a great extent financially independen t 
in terms of term loans and in turn therefore enhanc e their autonomy, productivity and 
incomes to members. 
This policy document as for all policy formulation is based on the current perception of 
the socio-economic environmental matrix. 
In view of this fact the government will carry out regular evaluation of the impact of the 
policy as a basis for carrying out policy review. 
The importanc e o f cooperative societie s a s people' s organization s i s reflected i n the 
opportunities they provide in the mobilization of local resources for local development 
in the foregoing, the government has briefly stated the support which will be given to the 
cooperative movemen t t o enabl e member s t o realiz e thei r inheren t strengt h an d t o 
contribute positively to the overall national efforts towards development. 
Through cooperative s peopl e wil l b e encourage d t o tak e activ e participatio n in the 
shaping of the economy along their wishes. The cooperative movement in this case no t 
only a  mean s t o economi c end s bu t i t i s als o a n instrumen t throug h whic h th e 
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cooperators have a say in various policy formulation and implementation of the same. It 
is the belief and sincere hope of the government that the people wil l respond to the cal l 
fbr the m to form these important democratic organizations. 
Saving an d Credi t Cooperative Society (SACCOs) mean s a registered societ y whose 
principal object is to encourage thrif t among its members and create a source of saving 
and credit to its members at a fair and reasonable rate of interest. 
It is established among a specific number of founder members usually 20 whose names 
must be shown in the minute s o f the constitutiv e meetings an d those that wil l adhere 
afterward a  cooperativ e savin g an d credi t societ y (SACCOs ) wit h variabl e capita l 
governed by the united Republic of Tanzania cooperative society act of Feb, 1997 . It is 
based on the values of self help, self responsibility democracy, equality and solidarity. 
Mission 
To provid e t o it s member s suitabl e financia l saving s an d credi t service s unde r a 
cooperative mechanism and organization. It aims at operating profitably, be financiall y 
self sustainable and reach economic viability. 
Objectives 
• T o provide financial savings and credit services to its members. 
• T o facilitate the operations of the individual members. 
• T o strive to raise the standard of living of its members. 
• T o promote economic and social development of its members . 
• T o promote cooperative education among its members. 
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Membership eligibility 
Joining SACCO s ever y physical person ca n be a  member i f she/he has the followin g 
qualifications: 
• That she/he has a common need which the society's objectives seek to satisfy. 
• That she/h e has attaine d th e minimu m age o f eighteen year s an d i s of sound 
mind. 
• Tha t she/he has a common bond. 
• That she/h e i s capabl e o f payin g monthl y contribution s administrativ e fees , 
acquiring at least one share. 
• Tha t she/he is capable of paying entrance fee. 
• That she/he undertakes t o respect the SACCO s by laws and internal regulations, 
procedures and policies. 
• That she/he enjoys and benefits her/his rights according to the laws. 
Challenge 
The polic y exist s t o encourag e peopl e t o for m th e cooperative s whic h i t wil l b e 
regulating to make sure they adhere to the se t standards of the ICA , but i t appears i f 
people have not responded and form the cooperative movements the government through 
the sai d polic y woul d d o nothing . Ther e ar e n o strategie s fb r sensitizatio n an d 
empowerment aspects that would influence the formation of the cooperative movements. 
The policy should come up with some motivating and empowering mechanisms so that 
these societies can be formed in many communities as they are ideal tools fbr poverty 
alleviation if properly managed. 
47 
2.4 Summary of the literature review 
It has been learnt from the literature review that micro finance is very important since 
the borrower has an opportunity to invest in micro enterprises an d improve their income 
and employment. 
They also benefit in terms of keeping part of their reserves i n a secure and liquid form 
as well as to generate interest income. They can also manage better their low income by 
stabilizing their exceedingly irregular flow of income. 
For exampl e i t ha s bee n indicate d i n som e studie s tha t th e impac t o f microfinance 
projects promote d b y Germa n development cooperatio n wa s examine d b y means of 
impact-oriented monitoring . It wa s show n that microfinance lead s t o positiv e effect s 
regarding income and employment, and that poor households use their additional means 
to invest in better nutrition, medical care, education, housing, and the expansion of their 
economic activities. Thus, microfinance is a cross-cutting issue contributing directly and 
in numerous ways to the achievement of the Millennium. 
It ha s als o bee n learn t fro m th e literatur e revie w that a  commo n servic e delivery 
methodology i s the us e o f solidarity groups t o minimiz e risk and lowe r the cos t of 
delivering many small loans to many people. 
Groups sell-select and are responsible for repayment in case of delinquency and default. 
It has also been learnt that transaction costs are shifted to the borrower group to make 
services affordable. 
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Members o f these groups , generall y less than 1 0 members, scree n loa n applications, 
provide mutual support and savings, and are jointly liable fbr default on loans given to 
the group. No new loans are given out until the group has paid off previous ones. 
According to the studies, this creates great peer pressure and is one of the most effective 
and least costly ways of motivating repayment, with the shift of the transaction cost onto 
the group which does al l the information gathering about people's characters , assesses 
the viabilit y o f thei r investmen t projects , an d the n monitor s an d collect s th e loa n 
repayments. 
The savin g and credit scheme that would be established at Charambe would adopt the 
same service delivery methodology that is group solidarity approach. Since it has been 
learnt that NGO-MFIs are dominant in Tanzania and they charge very high interest rates, 
(Kironde J.M.L 2001 ) the project would be different as it will only charge a fair interest 
rate that can only cove r costs an d ear n a  smal l profi t whic h wil l als o belong to th e 
community members. Sinc e the saving and credit scheme under preparation is expected 
to sustain and grow probably even beyond the community boundaries i n the lon g run, 
monitoring an d evaluatio n woul d als o tak e car e o f dropout s an d establis h som e 
preventive measures . Th e marke t woul d b e studie d an d product s improved/modified 
from time to time after customers' needs survey. 
Some other weak elements that have to be avoided which have also been observed in 
these NGO - MFI s whic h dominate s th e microfinanc e practice i n Tanzania (Kirond e 
J.M.L 2001 ) have been explained to be the tendency of most of these MFIs to mind the 
outreach, whic h mean s th e numbe r o f client s serve d an d repaymen t rat e withou t 
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featuring the capacity of their clients. They use minimalist approach whereby they only 
provide credit services to the customers without any training on business management ; 
that would have enabled their clients to gain profits for business growth and increase the 
repayment capability. 
The interest rates charged are also too high to enable people gain something to improve 
their standard of living. 
They only aim at profit maximization contrary to their stated objective that they intended 
to assis t th e poor . Thi s has le d to a  number o f their customers t o dropout . Florence 
Maximambali, Christopher Lwoga, and Stuart Rutherford (1999) 
During evaluation of their operations they assess the outreach and repayment rate and 
not the outcome of the credit to the life of poor people. The experience has shown that 
due to very tight procedures the borrowers repay the money from other sources than the 
business due to failure in operating their business and too high interest rates charged. 
They also collect loan insurance an amount that is used to secure the loan from the poor. 
While they charge very high interest rates from the clients (the poor), the security fund 
accumulated do not have any interest. 
We appreciate the formation and existence of MFIs, which have assisted the poor who 
would otherwis e no t bee n abl e t o acces s financia l service s i n forma l financia l 
institutions. But they should at least charge a reasonable interest that would enable them 
make normal profits, and at the same time build the capacity of their clients. 
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The projec t tha t would b e establishe d woul d avoi d thi s by charging lower rates and 
provide credit plus services. The community members wil l als o access the fund s and 
make repayment s withi n thei r communit y instead o f incurring traveling costs t o th e 
MFIs' offices in terms of time and money. 
Some of the MFIs have shown a positive effect to the communities that can be adopted. 
Positive elements have been leamt from Kilimanjar o co-operativ e Bank (KCB ) which 
has bee n forme d b y SACCO s an d primar y marketin g co-operativ e societies . Th e 
SACCOs build their members' capacities while KCB builds the SACCOs capacities. 
The KC B operate profitably while enjoying less operational costs because i t deals with 
groups of people (grassroots) wh o are guarantee d b y their SACCO s an d co-operative 
societies as opposed to those who deal with individuals. 
SACCOs in Dar-es-salaam should adopt the same so that they can form a Dar-es-salaam 
co-operative bank (DCB). The author of this paper appeals to other researchers t o work 
on this since there are many SACCOs and co-operative societies that can form a strong 
DCB. Th e DCB wil l sav e poor people from being charged high interest rates from the 
NGO MFIs for having no alternative. 
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CAPTER THREE 
RESEARCH METHODOLOGY 
1.0 Introduction 
This chapter explains the way the information was collected and methods used to get the 
information and how th e data was analyzed. 
The questionnaire s wer e use d t o obtai n informatio n abou t th e demographi c an d 
background characteristics of Charambe community members, an d priority needs that 
required an immediate attention. Each item in the questionnaire addressed the objectives 
of th e study . Charamb e communit y and th e member s o f CHADE A complete d th e 
questionnaires. 
3.1 Research design 
The researc h was designed to obtain relevant information from Charamb e community 
through working with CHADEA, which would guide the process of designing a SACC O 
business plan or proposal 
3.2Sampling technique 
Firstly th e CHADE A leader s wer e interviewed , then som e fe w communit y members 
who forme d a team together with some members of CHADEA to assist in the process of 
collecting information by using questionnaires. Then the ward leader assisted in giving 
information about the total population where a sample has been drawn 
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3.3 Sample size 
A systematic list random sampling method was used to get the sample size. 30 percent of 
the total estimated population was taken. The sample size was 220 people drawn from 
estimated 700 people (total population). When 700 was divided by 220 (the sample size), 
the result was 3 which has been used as an interval. The list of the households was taken 
and every 3rd item was chosen from it until the sample of220 people was obtained. 
The starting number was chosen from number one to three, and in this case number 2 
was chosen. There the sequence was 2nd, 5th, 8th, 11th, 14th, 17th, 20th, and 23rd, until 
a total of 220 was obtained. 
This metho d wa s use d becaus e th e name s wer e liste d an d therefor e i t wa s mor e 
convenient to g o through the lis t an d pick systematically . This was just t o guid e the 
interviewers sinc e the name s were no t writte n in the questionnaires . Th e population 
characteristic was also more or less homogeneous. 
3.4 Units of Inquiry 
The informatio n was inquire d from th e Charamb e communit y and th e member s o f 
CHADEA who are the beneficiaries of the project. The ward leader was also very useful 
as far as demographic information is concerned. 
3.5 Data collection method 
Questionnaires have been used in the stud y to obtain important information about the 
community characteristic s an d assessmen t o f th e needs . Th e question s i n th e 
questionnaires were designed to address the objectives of the study. 
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Both ope n ended an d closed-ended questions were used dependin g on the typ e and 
amount of information required. 
The questionnaire s were handed to the households by the author in collaboration with 
the facilitatin g tea m tha t constitute s CHADE A member s an d som e fe w community 
members. 
The tea m then collecte d the questionnaire s after the y have been completed. Persona l 
information (characteristics of th e communit y members) income level, saving and credit 
awareness, educatio n level , activitie s done t o ear n income , gender, famil y size , co-
operation among CHADEA member s and with the community were some of the main 
issues that were focused. The primary data was obtained by using questionnaires while 
the secondar y dat a wa s obtaine d i n CHADEA' s offic e whic h containe d onl y th e 
constitution and the list of members. The list of community members which also served 
as a secondary data was obtaine d in the ward leader's office . 
3.6 Data analysis. 
After the questionnaires were collected they were organized, coded and entered into the 
computer. The coding process was done systematically according to responses of the 
interviewees. Accordin g t o th e stud y th e primar y dat a wa s processe d whil e th e 
secondary data was used to aid the process of primary data collection. The list of the 
community member s assiste d a s i t wa s use d t o mak e th e sampl e siz e by usin g a 
systematic list random sampling. 
Finally using Statistical Package for Social Sciences (SPSS) an analysis was done. 
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CHAPTER FOUR 
ANALYSIS AND DISCUSSIO N OF TH E FINDINGS 
4.0 Introduction 
This chapter contains the answers to the research questions and objectives after the data 
has bee n collected , code d an d finall y analyzed . Tw o hundre d an d twent y (220 ) 
community and CHADEA members were targeted and were expected to be involved in 
the study . Of the two hundred and twenty questionnaires that were distributed to the 
households, one hundred and ninety-seven were completed (90%) of the total. 
The CHADE A CB O leaders and some few community members were interviewed. I had 
a team of three CHADEA leade r and five community members who assisted me in the 
process of distributing and collecting the completed questionnaires 
4.1 Bio-informatio n 
4.1.1 Gende r 
Table 1  show that, the sampl e contained 53.3 percent women and 46.7 percent men. 
While this ratio represents the whole community, it means there are more women than 
men an d as it is always known that women are vulnerable. Therefor e the project will be 
useful in order to assist these women. 
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Table 1: Gender of respondent 
Source: needs assessment survey report (2004) 
4.1.2 Ag e 
Table 2  shows that the mos t activ e age grou p which i s between 1 4 and 35 took the 
largest proportio n which i s 70.9 percent. Betwee n 35 and carried 28.6 percent whil e 
above 60 was only 0.5 percent. 
Therefore this fact can also make to the project useful to assist the youths. The project 
will assist women and youth that represent the large proportion in the community. 
Table 2: Age group of the respondent. 
AGE GROUP PERCENT 
14-35 70.9 
35-60 28.6 
Above 60 0.5 
Source: needs assessment survey report (2004) 
4.1.3 Incom e level 
From the collected information, it has been revealed (table 3) that the large segment of 
the communit y population, which i s 84.5% , earns on average pe r month an income, 
which i s belo w 50,00 0 shillings . 14.4 % ear n incom e betwee n 50,00 0 an d 100,00 0 
shillings, while 1.1% earns above 100,000 shillings. 
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This is a serious observation since the community seems to be very poor. Therefore by 
starting wit h a  revolving fund the y ca n be assiste d a t leas t t o engag e themselves i n 
income generating activities, which will be small businesses (Micro-Enterprise) . 
The whole idea is to establish a SACCO but with this trend of income earned by most of 
the communit y members; th e autho r ha s suggeste d tha t a  revolvin g fund shoul d be 
established first . Then after th e financia l capacit y has gon e up since there would be a 
compulsory saving then it can operate as a SACCO. 
It has been decided so because the SACCO s primar y activity is saving fbr some period 
of time at least three months before one can think of borrowing. Also the borrower has to 
raise savings of at least 50% of the loan size, which will be retained as a security. In this 
situation a  SACC O canno t b e establishe d immediatel y in Charambe community . The 
author's recommendations are that let the revolving fund build the community's capacity 
and then depending on the project's outcome it will start operating as a SACCO. 
Table 3 income level of the respondent 
Source: needs assessment survey report (2004) 
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Chart 1: Th e respondents' income level. 
50 
respondent's income level 
Source: needs assessment survey report (2004) 
4.1.4 Educatio n level 
Table 4  show s tha t primar y educatio n leve l carrie d th e larges t proportio n o f th e 
community populatio n tha t i s 64.9% . Secondar y educatio n leve l i s 30.3% , variou s 
courses after farm four 5.2% while diploma/degree holder s carried 0.5% and those who 
have never been into school are 4.1% 
Given this trend of education leve l it indicates that capacity building is very important . 
The project proposal should also include suggestions for training to build the capacity of 
CHADEA and the community members . 
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For the project to sustain and have a positive outcome that means the community has 
made an optimum use of the project, training is of vital importance. Th e training may be 
conducted to train the CHADEA leader and some few community members in order for 
them to conduct training to the entire community from time to time. 
Table 4: Leve l o f education of respondent 
KEY 
NBS= Never been to school 
P= Primary education 
OL= Ordinary level secondary school 
AL= Advanced level secondary school 
CS= Courses after ordinary level secondary school 
D or D= Diploma or degree. 
Source: needs assessment survey report (2004) 
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Chart 2 Education level of the respondent. 
level of education of respondent 
Source: needs assessment survey report (2004) 
4.2 The potential of CHADEA to establish and run the project. 
The surve y results reveal that, 73.1% o f the CHADEA members have primary education 
level but of those who attained a secondary education level, one is an accountant. Thi s 
person can be trained and be able to manage the project. 
This informatio n has bee n gathere d fro m thirt y CHADE A member s wh o wer e als o 
interviewed. As far as the income distribution is concerned, 84.6% are those wh o earn 
below 50,000 shillings per month. 
Despite the low education and income level, the study revealed that there is solidarity 
among CHADEA leaders and the members, which attracted new members to join. 
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Also the members had it that democracy was another goo d quality of CHADEA. Th e 
community members who were interviewed also many of them supported it. 
Since both its members and the community members accept CHADEA, the low level of 
income and education can still be corrected by capacity building. The accountant can as 
well b e trained in order to be able to manage the project . By building the capacity of 
CHADEA an d training of the manage r o f the project , i t can be sustainabl e sinc e the 
community members are also involved. 
4.3 Motivation for joining CHADEA by the members 
From th e surve y i t ha s bee n reveale d tha t man y peopl e decide d t o joi n CHADE A 
because of solidarity among the members, and because CHADEA solved water problem. 
(table5). The two reasons covered 91.3 percent whil e the reaso n that they wished to 
contribute towards the development of the community. 
Table 5: Motivation for joining CHADEA. 
MOTIVATING FACTOR PERCENTAGE 
CHADEA solved water 
problem and there is 
solidarity. 
91.3 
Wished to contribute to the 
community's development 
8.7 
Source: needs assessment survey report (2004) 
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4.4 Benefit s that the member s gained for joining CHADEA compared 
to their expectations. 
The survey results has revealed that, 58.8% said CHADEA's performance i s higher than 
their expectations,38.5% sai d there is no difference an d 2.7% said the performance i s 
less than their expectations. (Tabie 6) 
Table 6 the benefits that the members gained fbr joining CHADEA. 
THE DEGREE OF CHADEA'S 
PERFORMANCE 
PERCENTAGE 
Performance is higher than expectation 58.8 
There is no difference 38.5 
Performance is less than expectation 2.7 
Source: needs assessment survey report (2004) 
4.5 Awareness of all CHADEA programs by the members 
(participation) 
The results revealed that, 58.3% said yes they are aware o f all projects an d programs 
initiated by CHADEA while 41.7% said no. (Table 7) 
Table 7 CHADEA members' participation in programs. 
RESPONSE PERCENTAGE 
YES 58.3% 
NO 41.7% 
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Given tha t the members have sai d that they joined becaus e of solidarity and a large 
percent sai d tha t CHADE A me t their expectations and also a big portion said they 
participate in projects and programs, it is evident that there is a common understanding 
between the leaders and the members. 
4.6 Awareness of CHADEA s existence by community members. 
From the survey report it has been revealed that, the community members who were 
interviewed, 94.3% said yes they are aware while 5.7% said no they were not aware of 
CHADEA's existence . Ther e i t can be conclude d that CHADE A i s there fb r the 
community's benefits. (Table 8) 
Table 8: Awareness of CHADEA s existence by community members. 
RESPONSE PERCENTAGE 
YES 94.3% 
NO 5.7% 
Source: needs assessment survey report (2004) 
4.7 The way the community members assess CHADEA 
The surve y report reveals that, 15.5% sai d is very useful, 61.9% said it is useful, 13.9% 
said i t is useless whil e 8.8 % said the y do not know. Therefor e thos e wh o suppor t 
CHADEA ar e 77.4%. In that respect it is evident that CHADE A i s accepted and this 
gives an assurance that the project will sustain. (Table 9) 
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Table 9: The way the community members assess CHADEA. 
THE WA Y CHADEA WAS ASSESSED PERCENTAGE 
Very useful 15.5% 
Useful 61.9% 
Useless 13.9% 
Don't know 8.8% 
Source: needs assessment survey report (2004) 
Also 83.6 % see CHADE A a s a tool for solving the community problems. Given these 
facts w e ca n conclud e tha t CHADE A ha s a  chanc e t o initiat e variou s project s an d 
programs to alleviate poverty including the one under preparations . 
Since there is a common understanding among the leaders, members and the community 
at large , th e projec t wil l b e owne d b y th e communit y an d therefor e sustain . 
Sustainability and community ownership gives hope for a positive outcome. 
4.8 Whethe r CHADEA ha s an y experienc e in such schemes and ca n 
mobilize savings and manage lending process effectively. 
Given that only 15.8% of the members hav e borrowed money from various institutions 
while the rest 84.2% have never borrowed and no member have ever been participating 
in saving and credit scheme, i t is obvious that CHADEA ha s no experience i n running 
such schemes.(table 10) 
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Table 10: CHADEA s Experience in running saving and credit schemes. 
RESPONSE PERCENTAGE 
YES the y have borrowed 15.8% 
NO they have never borrowed 84.2% 
Source: needs assessment survey report (2004) 
Since this project i s highly needed by the community in order to solve unemployment 
and lack of income problems, then capacity building and sensitization about saving and 
the whole process of borrowing and repaying is of vital importance . Without capacity 
building CHADEA cannot manage the project effectively. 
4.9 Whether Charambe community participates in projects initiated by 
CHADEA for its development 
The projec t that is place now is water project an d the community members who were 
interviewed 93.8% supported it by saying it is useful and they were full awar e of how i t 
came into place. 
Given that CHADE A i s wel l know n and a large proportion of Charambe community 
regards i t as problem solver it is evident that the communit y is involved i n projects. 
77.3% regar d CHADEA as a useful tool for solving community problems 
It ca n b e conclude d the communit y i s wel l informe d o f th e project s an d the y d o 
participate by using their local resources and efforts to solve the problems they face. For 
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example afte r the y receive d a dee p wel l fro m DAWAS A b y then , the y use d their 
equipments and own efforts/labou r to dig trenches. 
They onl y requeste d fo r assistanc e i n orde r t o acquir e pipes , whic h the y use d t o 
distribute water to different points in order to earn more income. 
4.10 Acceptance of saving and credit scheme as a priority. 
Table 11 reveals that, 56.9% said the scheme would be very useful, 29.8% the scheme 
will b e useful, 9 % said useless and 4.3% said don' t know. 86.7 percent accepte d the 
project an d they believe that it can solve some of their pressing problems. Therefore 
given these facts there is a great need for the project to be established. 
Tabie 11: ho w does the respondent find the idea of establishing saving and 
credit scheme? 
Source: needs assessment survey report (2004) 
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Chart 3: the way saving and credit was accepted by the community 
4.11 Acceptance of the project and gender 
The survey report (table 12) revealed that of those wh o said the project would be very 
useful, 53.3 % were women while 46.7% were men. Those who said it would be useful, 
57.1 were women while 42.9% were men. The ones who said there would be no need to 
establish the project, 47.1% were women while 52.1 were men. It is evident that women 
supported th e ide a more strongl y than me n did ; because the y ar e th e mos t affecte d 
parties by unemployment problem. Therefore the project will assist them. 
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Table 12: Gender o f responden t * how d o th e responden t find th e ide a of 
establishing saving and credit scheme* Cross tabulation 
FEMALE MALE 
53.3% 46.7% 
57.1% 42.9% 
47.1% 52.9% 
37.5% 62.5% 
Source: needs assessment survey report (2004) 
4.12 Whether the respondent has ever borrowed in any institution. 
From the survey report i t has been revealed that 17.4 % said yes they have borrowed 
while 82.6% said no they have never borrowed. (Table 13). It appears that most of the 
community members have never borrowed. It means that after sensitizin g them there 
would b e bi g marke t potentia l fo r th e projec t an d i t wil l sav e a s a  solutio n fo r 
unemployment problem. 
Table 13: Whether the respondent has ever borrowed in any institution. 
RESPONSE PERCENTAGE 
Yes I have borrowed 17.4 
No never borrowed 82.6 
Source: needs assessment survey report (2004) 
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4.13 Gende r and whether the respondent has ever borrowed. 
From the survey report (table 14 below) it has been revealed that for those who said they 
have borrowed , 69.7% are wome n while 30.3 % are men . Those who said they hav e 
never borrowed 49% are women and 51% men. It can be concluded that women are 
more informe d of borrowing and repayin g than men . Therefor e thi s projec t wil l b e 
focusing more on women and youth 
Table 1 4 Gender o f respondent * if the responden t has borrowe d in tending institutions * 
Cross tabulation 
OF AL L WHO RESPONDE D FEMALE MALE 
Those who indicate d to have 
borrowed 
69.7% 30.3% 
Never borrowed 
49% 51% 
Source: needs assessment survey report (2004) 
4.14 Ag e and whether the respondent has ever borrowed 
Table 15 has revealed that people of age betwee n 25 and 35 years old who said yes they 
have borrowed were 57.6%, 14 to 24 years were 18.2%, 35 and 45 years 18.2 % and 45 
to 60 years were 6.1% whil e above 60 years did not borrow at all . 
It can be observed that this project wil l be suitable for women and youth who have the 
higher need due to unemployment problem. 
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Table 1 5 Ag e o f responden t *  i f th e responden t ha s borrowe d i n tendin g 
institutions*Cross tabulation 
AGE 
GROUP 
14 TO 24 25 TO 35 35 TO 45 45 TO 60 ABOVE 
60 
YES 18.2% 57.6% 18.2% 6.1% 0% 
NO 81.8% 42.4% 81.8% 93.9% 100% 
Source: needs assessment survey report (2004) 
4.15 The respondent's income generating activity. 
Table 16 indicates that respondents who said they are engaged in small businesses are 
59.6%. Those who said they were employed were 15.5%, laborers 12.4% and those who 
said had nothing to do were 12.5% . Sinc e smal l business undertaking has the largest 
proportion of the community, it is evident that this project wil l be of great help to the 
community. 
Tabie 16: Activity that is being done by respondent to earn income 
Source: needs assessment survey report (2004) 
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Chart 4: Activities done by respondent to earn income 
4.16 Age and type of activity that is been done to earn income 
Of th e respondent s wh o sai d ar e engage d i n busines s undertaking s 76 % ar e age d 
between 14 and 35 years old, between 35 and 45 years are 17.5% , and between 45 and 
60 are 8.5%. It has been learnt that the most active age group which is between 14 and 
35 are engaged in small business undertakings. 
(Table 17) 
This becomes obvious that the project wil l be very useful to build the financial capacity 
of this important age group. 
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Table 17: busines s undertakings and age 
AGE GROUP BUSINESS 
UNDERTAKINGS 
OTHERS 
14-35 74% 26% 
35-45 17.5% 82.5% 
45-60 8.5% 91.5% 
Source: needs assessment survey report (2004) 
4.17 Gender and activity that is been done to earn income. 
Of th e respondent s who said are engaged i n business undertaking s 61.7 % are wome n 
while 38.3 % are men. Those who said are employed 30% are women while 70% are 
men. 
Of those who said have nothing to do, 62.5% are women while 37.5% are men. (Table 
18) Thi s fac t indicate s tha t this projec t wil l be very usefu l t o women and youth o f 
between 25 and 35 years of age. (The most active age group) 
Table 18: Gender and activity that is been done to earn income. 
RESPONSE MALE FEMALE 
Business undertakings 38.3% 61.7% 
Employed 70% 30% 
Do nothing 37.5% 62.5% 
Source: needs assessment survey report (2004) 
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4.18 Gende r and education level 
From the survey results it has been indicated that, women are vulnerable, as there are 
very few who have been educated. Mos t of them are illiterate and unemployed while 
men are more educated an d more of them are employed. From table 19 below it has 
been indicated that of those who said they missed primary education that is they had 
never been into school, 87.5 percent were women while only 12.5 percent were men. Of 
those who said they had primary education level, 59.5 percen t were women while 40. 5 
percent were men. 
Of those who said they had secondary school education level, 37.2 percen t were women 
while 62.8 percent were men. 
Of thos e wh o sai d they attende d variou s colleges afte r secondar y schoo l level , 2 0 
percent were women while 80 percent were men. 
Table 19 : Gende r o f responden t *  leve l o f educatio n o f respondent 
Cross tabulation 
Response Female Male 
Never been to school 87.5% 12.5% 
Primary education level! 59.5% 40.5% 
Secondary education level 37.2% 62.8% 
Attended college after sec 
level 
20% 80% 
Source: needs assessment survey report (2004) 
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Never been to Primar y Secondar y Attende d 
School Educatio n leve l Educatio n leve l Colleg e after 
Sec level 
Education !eve ! 
Source: needs assessment survey report (2004) 
4.2 SUMMAR Y 
It ha s bee n observed fro m th e researc h finding s that women are mor e vulnerable as 
compared to men. For example when we look at the education levels and employment; it 
has been indicated that of those who said they had never been into any school 87.5% are 
women whil e me n were onl y 12.5% . The respondents wh o said they attende d som e 
colleges after secondary schools only 20% were women while men were 80%. From the 
findings it has also been indicated that of those who said they were employed only 30% 
were women and the rest were men. These facts indicate that women are vulnerable and 
cannot mak e ow n decision at bot h house hol d an d communit y levels. Thi s problem 
needs to be addressed so that women can at least have some power. 
74 
There is a say that "when a woman has been educated the whole family will  als o be 
educated but when a man has been educated then it is only a single person who will  b e 
educated in family/' This problem may not be solved directly with the recommendations 
that hav e bee n give n i n thi s researc h bu t i t i s believe d tha t th e impac t o f th e 
recommended project might have some positive effects in the long run. 
The researc h findings also indicated that the incom e levels are very low. It has been 
observed that 84.5% o f the respondents said they earn an income which is below 50,000 
shilling on average per month. 14.5 % said they earn an income between 50,00 0 and 
100,000 shillings on average per month while only 1.1% said they earn above 100,000 
shillings on average per month. 
Unemployment has also been observed as one of the problems in the community. Only 
15.5% o f the respondents said they were employed. The respondents who said they were 
engaged i n smal l busines s undertaking s were 59.6 % while laborer s were 12.5 % and 
those who said they had nothing to d o a t al l were 12.4% . These fact s indicat e that 
establishment o f saving and credi t schem e woul d b e usefu l t o financ e th e existing 
activities. Thi s woul d lea d to th e expansio n and improvement of the businesse s an d 
create employment . Th e projec t woul d als o encourag e saving s an d improv e 
entrepreneurial practices through saving mobilization and capacity building. 
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Recommendations 
The followin g are the recommended strategies to the community. 
(a) To establishment of saving and credit scheme/project. 
This wil l assis t peopl e develo p an d expand thei r smal l businesse s an d create 
employment. 
When people have an increased income they can be able to take their children to school 
and avoid low leve l of education in future . 
The projec t proposal has been prepared to establish a saving and credit scheme that will 
operate in two year s an d the n dependin g o n the outcome i t will the n operat e as a 
SACCO. The viability of the loan applicant's small business would be determined before 
consideration of the loan. 
(b) Savin g mobilization Immediatel y after th e projec t ha s starte d it s operations , 
people wil l be encouraged/require d to have a compulsory saving of between 50 0 and 
1500 shilling s per week dependin g o n the size o f the loa n to build thei r financia l 
capability. Thi s wil l be done alongside with the loa n repayment, whic h wil l b e done 
weekly. This will be done alongside training on various issues after training needs have 
been assessed. 
(c) Capacity building . 
Before commencement of the project, the CHADE A leadershi p will receive training on 
various aspects in order fbr them to be able to run the project. They will also be able to 
train people from the community who wil l train the community members. 
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Training that wil l b e offered wil l b e on general business management whic h includes 
how t o access the market and keep customers under competition, book keeping, how to 
deal with various stake holders like supplier s tax collectors and various authorities in 
order to operate without difficulties. 
The communit y wil l be taught on how to conserve the environment where they operate 
and becom e environment friendly. Marketin g strategies i n order to realize profits wil l 
also be taught. 
(d) Saving sensitization 
The communit y wil l b e enlightene d on the importanc e o f saving . They need t o b e 
sensitized because households have to save to protect themselves against periods of lo w 
income o r specifi c emergencies . The y also nee d t o cove r anticipate d expense s lik e 
school fees, purchase of household assets and unanticipated expenses like medical fees. 
Savings are the most beneficial services to low-income people. 
Enterprises also need to save in order to store the value they accumulated from realized 
profits until they are able to invest them to earn higher returns. 
(e) Advocating human development and self-reliant. 
Given tha t th e communit y has participate d i n need assessmen t exercise , they hav e 
already been aware of the existence of poverty problem in their community. They should 
now understan d tha t huma n developmen t i s wit h an d withi n th e individual ; an d 
motivation for change comes from within. In this regard efforts to promote changes can 
be sustained by the individual . Each individual must develop self-respect an d become 
more self confident, sell- reliant and co-operative. 
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The individual should also become aware of his/her shortcomings as well as potential for 
positive change . Th e individua l shoul d work wit h other s acquirin g new skill s an d 
knowledge whil e effectivel y participat e i n th e project s th e developmen t o f th e 
community. 
Monitoring th e incom e generatin g activitie s by visitin g the m an d se e i f there an y 
problem and give advices for appropriate measures. In case a visit has been made, and a 
certain problem becomes common then this can serve as a training need. 
Despites that, the business management training would be done before giving loans but 
sometimes the beneficiaries will be reminded from time to time as this would bring more 
success. Thi s i s als o importan t becaus e busines s managemen t an d marketin g ar e 
evolving subjects. That is they do change from time since customer's needs are diverse 
and they also change. Same product might be needed today but sometimes they may no 
longer be needed unless some modifications have been done. 
Finally I  am of the opinion that further studie s are needed in order to assist the CBO s 
improve their financial management ability and projects evaluation. Most of the CBOs in 
Tanzania are weak in these areas. 
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CHAPTER FIVE 
IMPLEMENTATION OF RECOMMENDATIONS 
PROJECT PROPOSAL 
Introduction 
The study revealed that most of the community members are poor since those who earn 
between 0 and 50,000 shillings carries the largest proportion (84.5%) of the population. 
Poverty in this community has been revealed in education levels too. Primary education 
level took the larges t part of the population. 64.9% said they have primary education 
level, 30.3% secondary education level, 5.2% various courses after for m four, and 4.1% 
have never been into school and only 0.5% diploma/degree holders. 
This trend in education and income level indicate s that the communit y is poor and it 
needs to be assisted to reduce the poverty. Another area, which indicates poverty in this 
community, i s unemployment . 59.6 % said that the y ar e engage d i n smal l business , 
15.5% are employed, 12.4% laborer, and 12.5% had nothing to do. There is a problem of 
unemployment, whic h als o indicate s poverty . Th e need s assessmen t surve y als o 
indicated that 86.7% of the population accepted the saving and credit scheme. Given this 
situation o f povert y an d tha t th e larg e proportio n o f th e populatio n supporte d th e 
establishment o f saving and credit scheme, a  project proposa l was prepared a s i t has 
been indicated below. 
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(A) EXECUTIVE SUMMARY 
PROJECT TITLE: Charamb e Saving and Credit Cooperative Society 
CONTACT PERSON: Salu m Kihope (CHADEA Chairperson) 
PROPOSAL SUBMITTE D BY: Prisc a Nyelia & Augustine Chitanda (Secretary) 
PROBLEM STATEMENT : Lo w income levels and Un- employment 
MISSION STATEMENT: T o improve the community's standard of living. 
TARGET GROUP: Communit y members especially women and youth. 
OUTCOMES: Improvemen t i n entrepreneur practices, access to financial 
services among community members. & Increased capacit y and 
commitment o f CHADEA CBO to encourage saving and 
borrowing to large number of people and ensure repayment. 
REQUEST FO R FUNDING: 8,720,00 0 Tanzanian shillings. 
OUR CONTRIBUTION: Ou r target is to mobilize internal savings and collections 
from water project up to 600,000 shillings by August 
2005. 
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(B) PROPOSAL MAIN PART (BODY) 
1. Name of the project 
Charambe saving and Credit Co-operative Society (Charambe SACCOS). 
2. Geographical location of the project. 
The projec t with involve the whole Charambe Community that is within Charambe Ward 
in Temeke District. I t has an estimated population of 700 people. Th e area has been 
divided into three regions namely Magengeni, Rangitatu and Majimatitu. Th e conditions 
that the borrowers must meet are that they must save fbr at least two to three months an 
affordable amount and they must demonstrate their ability to do business. Th e SACCOS 
is expecte d t o star t a s a  revolvin g fun d for  two year s i n order t o build s the saving 
capacity of the poor community members and improve the ability of the CBO members 
to effectively and efficiently ru n the SACCOS . Th e borrowers must be able to save a 
minimum of 1000 shillings per week depending on the loa n amount. Sinc e the loans 
will be progressive the saving amount will grow with the loan amount. 
3. Project rationaie and justification 
The projec t i s expected to bring some positive changes by improving the low level! of 
income and reduc e the hig h rate o f unemployment , o f the larg e segmen t o f the 
population in Charambe Community. 
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People would be encouraged to save and those who would qualify fo r credit would be 
able to improve and expand their businesses. 
This wil l creat e employment fbr those unemployed . Ther e would be micro-enterprise 
development and the entrepreneurs woul d be assisted in terms of capacity building. 
Solving the problem of low level of income and unemployment would enabl e people 
meet thei r basi c human needs fbr example balanced diet , shelter , clothin g and most 
important education. 
According to the needs assessment survey report that has been conducted before the 
preparation of this proposal, 84.5% of the population earns below 50,000/= shillings on 
average per month. Tha t is why Charambe Development Association (CHADEA) opted 
for th e project. (That is they gave priority to formulation of a  SACCOS) in order to solve 
the problem . The Low-income leve l le d to low levels of education and this becomes 
evident where 65.3% o f the total population has primary education level. 
This project has also been prioritized because the largest proportion of the community's 
population is engaged in small business undertakings. Thi s means they are engaged in 
Small and Medium Enterprises (SMEs). Therefor e the scheme would be of help since 
they wil l improv e financially an d also receive training on how to run their businesse s 
effectively an d efficiently. The y constitute 59.6 % of the tota l population while those 
who ar e employee in the formal sector are only 15.5% . Other s are 12.4% who do not 
have anything to do and 12.5% laborers . 
The schem e woul d als o assis t thos e wit h nothin g to do and the laborers sinc e afte r 
expansion of their businesses the entrepreneurs woul d employ them. 
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This projec t woul d als o be ver y useful t o wome n and youth since most o f them ar e 
unemployed. 
61.7% o f the total population who said they are engaged in small business undertakings 
are women while 38.3% are men. Als o of those who said are employed only 30% are 
women while 70% are men . Thes e fact s als o indicated that the projec t wil l b e very 
useful to women and youth between 25 an d 35 years of age. Thi s becomes evident since 
of those who said are engaged in small business undertakings 50% are aged between 25 
and 35 years who are the most active age group. 
It can therefore b e concluded that the project wil l assis t the poor community members. 
The projec t wil l creat e employmen t an d increas e households ' income . Th e 
entrepreneurs will expand their business while those with no business skills will acquire 
them through training (capacity building). 
Training wil l b e offered o n various aspects such as business skills , Co-operating with 
each other, separating business resources from the households budgets and how the y can 
do variou s incom e generatin g activitie s withi n th e communit y an d stil l becom e 
environmental friendly. They will also acquire bookkeeping skills. 
4. Project success 
The projec t aim s a t improvin g the Lo w levels o f incom e amon g th e communit y 
members, reducin g th e hig h level s o f unemploymen t an d buil d capacitie s o f poor 
community members. Th e aim of the project that has been mentioned above could be 
achieved through a number of project activitie s like training in business skills , saving 
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mobilization, giving credit and other financia l services, improve knowledge, awareness 
raising and other activities. 
5. Project results. 
The project wil l achieve the intended results in two levels. 
(I). Development level, which consists of: -
a) Output/short term. 
Output 1: Credi t scheme (Revolving Fund) established. 
Output 2: Busines s skills improved. 
Output 3: CB O capacity built. 
b) Outcome/Medium Term. 
(i) Improvemen t o f income generatin g activities , access credit facilit y an d 
other financial services to poor community members. 
(ii) Increase d capacit y an d commitmen t o f CHADEA , CB O t o suppor t th e 
Micro-Enterprise development within the community. 
(c) Impact/Lon g term 
The level s o f incom e o f th e poo r communit y member s woul d b e 
improved and sustained. 
(II). Operational level 
When the project has been executed properly the project activities will bring support to 
the community such as 
a) Th e community will easily access the financial services. 
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b) Improvemen t in business skills 
c) Sharin g knowledge and experience as the community members would co-
operate to each other. 
d) Operat e in environmental friendly manner. 
6. Project description. 
(i) Approach and activities. 
This projec t ha s bee n designe d i n a  participator y approac h whereb y th e intende d 
beneficiaries (CHADE A member s an d Charamb e Communit y members) participated . 
They wil l b e involve d i n each and every stage of the projec t lif e cycl e because i t is 
theirs. 
(Identification, designing , implementation monitoring and evaluation ) severa l projec t 
activities have been earmarked for execution so as to achieve the planned results. The y 
have been grouped into three outputs as follows: -
Output 1 : Revolving fun d tha t would i n futur e b e develope d into a 
SACCO to be established. 
Activities 
a) T o meet the potential borrowers who are micro-entrepreneurs. 
b) Stud y loaning policy and procedures. 
c) Establis h a revolving fund. 
d) Disburs e loans to the qualified people already in solidarity groups. 
e) Collec t loan repayments. 
85 
i) Follo w up and monitoring the individuals and groups activities and advise where 
there is any problem. 
Output 2: Busines s Skills Improved. 
a. T o study how the businesses are run. 
b. T o assess training needs. 
To train in: 
• Business management 
• Environment 
• Good communication and interaction. 
c. Saving s mobilization 
d. Organiz e learning visits mainly to other successful CBOs . 
e. Follow-u p and monitoring the training impact. 
Output 3: T o improve managerial skills of CHADEA CBO leaders and 
Capacity building. 
Activities 
1. Conduc t training on 
a) Compute r and data management 
b) TO T for business management skills. 
c) Improv e manageria l skill s on how to organize and run the CBO and the 
projects. 
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d) Improv e the CBO' s offic e t o have high security and be appropriate fo r 
keeping the SACCOS money. 
e) Acquisitio n of office equipments . 
f) T o incapacitat e th e CB O leaders i n order t o b e abl e t o pa y th e staf f 
responsible for running the SACCO . 
g) T o teach the CB O leader s about negotiation and fund raising skills and 
facilitation of the network among different development stakeholders. 
The cause-effec t relationshi p o f activities/input s wil l lea d t o realizatio n of projec t 
outputs. Th e cause-effect relationshi p of project's output would also lead to realization 
of projects outcome. 
The caus e effect relationship of project's output and project outcomes together will lead 
to realization of project impact. 
ii) Interactio n of the community, other communities and partners. 
The targe t people of this project are community members who have been encouraged to 
form solidarit y groups an d credi t centers . The y als o mus t sho w interes t i n doing 
business and must have demonstrated thei r ability to do business by having at least a 
small business. The y also must be willing to save. The beneficiaries will continue to be 
involved in the project throughout the implementation process. The y will be the owners 
of the project and be responsible for day-to-day monitoring of the project. 
Other partners wil l b e ESAMI , VETA , an d SID O fb r trainin g and othe r supportin g 
activities. Th e CBO an d Community members wil l fro m time to time receive training 
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Rom th e Institution s an d the y wil l als o trai n eac h othe r sinc e som e o f them wil l b e 
trained to train others. 
(iii) Environmenta l impact . 
The project's mai n objective is to improve incomes and reduce unemployment problem 
in th e Community , through supportin g income-generatin g activities , (smal l busines s 
undertakings). Th e activities are intende d t o be environmenta l friendly . Th e income 
generating activities according to the needs assessment survey report are: 
a) Brick making and selling 
b) Tailoring 
c) Food venders (Mama Lishe) 
d) Charcoal vending. 
e) Shop keeping 
9 Small scale poultry keeping 
g) Vegetable growing and selling 
h) Vitenge & Kanga (clothes) vending 
i) 
To b e abl e t o hav e positiv e environmen t impacts , th e projec t wil l implemen t th e 
following measures. 
o Promotion s of west management techniques. 
o Collaborat e wit h th e Municipa l Counci l fb r garbag e collectio n 
arrangements. 
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(iv) Th e impact of th e projec t on women gender equality or gender 
relations. 
Given tha t th e 53.3 % of the Communit y population are wome n an d o f those who 
supported the project 57.1 % ar e women, it is evident that women will fully participate in 
the project in a larger proportion than men. 
This fac t ha s als o bee n supporte d b y havin g large r proportio n o f wome n i n th e 
population who have an experience in borrowing and repaying from som e Institutions 
like PRIDE, FINC A and NMB. O f those who have borrowed 69.7% are women while 
30.3% ar e men. Thi s project seems to be more useful to women than men since of those 
who sai d they ar e engage d i n smal l busines s undertaking s 61.7 % are wome n while 
38.3% ar e men. 
v). Projec t Staff. 
The projec t staff who wil l manage and run the project fund will be some CBO member s 
whose background is accountancy and those who will be training the borrowers and visit 
their projects/business befor e thei r receive loans. Th e CB O leader s wil l als o receive 
training for administrative activities. Th e projec t will have the following staff : 
a. Projec t co-coordinator or project manager with good accounting/banking skills in 
order to property run the SACCO/revoIving fund. 
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b. Ther e woul d b e tw o fiel d officer s wh o wil l b e traine d an d thei r task wil l b e 
saving mobilizatio n an d trainin g the borrowe r befor e the y receiv e the funds / 
loans. 
c. Th e CBO leader s wil l b e the overal l in-charge to make sure that there is a fai r 
deal and make the community informed of every action/decision. This is to make 
sure that the project belongs to the community members and not the staff or the 
CBO members by involving the community in each stage or in any decision. 
7. Interaction with partners and learning from others. 
The CB O leader s and the staff will be learning through visiting other CBOs and sharing 
experiences. They wil l als o approach som e Institutions fo r further trainin g in various 
issues. Fo r example SIDO that trains various groups on production techniques like food 
processing packaging agro technologies and other aspects. 
8. Performance assessment 
The performanc e wil l b e assessed b y using project indicators/measurement s develope d 
the project beneficiaries. 
Below is the Logical framework analysis: 
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9 LOGICAL FRAMEWORK ANALYSIS 
PROJECT GOAL EXPECTED 
RESULTS 
(IMPACT) 
PERFORMANCE 
INDICATORS 
ASSUMPTIONS. 
To improve incomes 
of th e poo r 
Charambe 
Community peopl e 
and create 
Employment b y 
giving credi t 
facility, training and 
saving mobilization 
Improved incom e 
levels an d highe r 
standard of Living. 
Increase i n 
entrepreneurs' 
capital b y 30 % b y 
Dec. 2005. 
Unemployment 
reduced b y 10 % by 
Dec. 2005. 
No politica l 
interferences an d 
there is unity among 
community 
members an d th e 
CBO. 
PROJECT 
PURPOSE 
OUTCOME PERFORMANCE 
INDICATORS 
ASSUMPTIONS 
To facilitat e entre -
preneurs practices , 
access t o financia l 
services an d 
improve abilit y t o 
business unde r 
taking activitie s 
among communit y 
members. 
Improvement i n 
entrepreneur 
practices, acces s t o 
financial service s 
among communit y 
members. 
- 90 % o f th e 
identified ente r 
preneurs hav e 
received loan s b y 
Sept. 2006. 
- 80% have ability in 
business running. 
- Fund s hav e bee n 
secured. 
-Stakeholders 
assume highe r 
commitment. 
Increased capacit y 
and commitmen t o f 
CHADEA CB O to 
encourage savin g 
and borrowin g t o 
large numbe r o f 
people an d ensur e 
repayment. 
- 95% of the projec t 
purpose achieved by 
Dec. 2006. 
- Favorable market s 
fbr their products. 
- Traine d staf f ar e 
performing well. 
RESOURCES OUTPUTS PERFORMANCE 
INDICATORS 
ASSUMPTIONS. 
- Project staff ; CBO 
and beneficiaries. 
- Commitments 
- Revolvin g fund / 
SACCOSs 
established. 
-Business skill s 
improved. 
- Loa n fun d i s 
available t o 
solidarity group s 
four month s afte r 
project start up. 
- Sufficien t funds 
- Credi t trust worth 
groups. 
-Favorable markets. 
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• 14 groups o f fiv e 
to visi t Tabat a 
Development Fun d 
(TADEA) fb r 
exchange o f 
experiences. 
• At leas t 50 % of 
the communit y 
members (Hous e 
holds) acces s th e 
loan by Dec. 200 5 
• 80% o f the loaned 
money repai d b y 
March, 2006 
100 group member s 
trained i n busines s 
management, 
production an d co -
operation wit h eac h 
other. The y wil l 
also acquir e 
bookkeeping skills. 
•Attendance i n 
training. 
• Suitabl e training 
conducted 
Co-operation 
between thos e wh o 
are bein g traine d 
and trainers. 
RESOURCES OUTPUTS PERFORMANCE 
INDICATORS 
ASSUMPTIONS. 
CHADEA, CB O 
leaders an d th e 
project staff s 
capability improved. 
• Two projec t staf f 
to b e traine d i n 
Computer an d 
business 
management skills . 
• CBO leader s to be 
trained i n computer 
and manageria l 
skills. 
• CBO office s re -
enfbrced an d 
equipment 
purchased. 
•The projec t ha s 
been evaluate d an d 
starts operating as a 
full SACCO S b y 
Dec. 2006 . 
•Unity amon g 
project staf f 
beneficiaries an d 
CBO member s an d 
the leaders. 
•Donors hav e 
contributed 
willingly t o assis t 
the community. 
92 
10 PROPOSED BUDGET THE PROJECT. (CHARAMBE SACCOS). PROJECT. 
ACTIVITY COSTS 
Revolving funds to give credit to the community members 5,000,000/= 
Token allowance for part time staff for 2 years estimates 
Computer Training 
1,000,000/= 
4 program s word , excel access an d PowerPoint for CBO' leader s 
2persons x 4 programs x 40,000/= 
320,000/= 
TOT Training 
2 field workers, 200,000 @ including course materials. 200,00 0 x 2— 
400,000/= 
Improvement o f Manageria l skill s o f the CB O members. T o 
participate in courses the token fees have been estimated to be 
300,000/= 
Re-enforcement of the CBO office. 
Estimated costs... 1,000,000/= 
Acquisition of office equipment... 500,000/ 
Fixtures and furniture... 400,000/= 
Total 8,720,000/= 
Source of funds: Africa n Development Foundation (ADF) 
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